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coRBEsPo DE rot Praxitv
GLOEAL ALLIANCE OF INDEPEIIDENT TIRMS

INDEPENDENT AUOITORS' REPORT

To the Honorable Mayor and
Memberc ol the Legislalure ol
Municipality of San Juan,
Capital City of Puedo Bico
San Juan, Puerto Ricr

We have audited the accompanying financial statements of the govemmental activities, each major fund, and the

aggregate remaining fund inlormation of the Municipality of San Juan, Capital City ol Puerto Rico (the "Municipality''),

as of and for the year ended June 30, 2010, which collectively comprise the Municipalit/s basic financial statements
on pages 19 to 63. These financial statements are the responsibility of the Municipality's management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audils contained in Govemment Auditing Stadards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are kee ol matedal misstatement. An audit includes
examining, on a test basis, evidence supporling the amounts and disclosures in the financial shtements. An audit
also includes assessing the accounting pdnciples used and significanl estimates made by management, as well as

evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis lor our
opinions.

In our opinion, the financial statements refened to above present faidy, in all matedal respects, the respective
financial position ol the govemmental activities, each malor fund, and the aggregate remaining fund information ol
the Municipality as ol June 30, 2010, and the respective changes in financial position, thereof for the year then ended
in conformity with amounting principles generally accepled in the United States of America.

ln accordance wilh Govemment Auditing Slandards, we have also issued our report dated March 7, 2011, on our
consideration of the Municipality's intemal control over financial repo ing and our tests of its compliance with certain
provisions ol laws, regulations, contracls, and granl agreements and olher matters. The purpose of thal repon is to
describe the scope of our lesting of intemal control over financial repofiing and compliance and the results of that
testing, and nol to provide an opinion on the intemal control over financial reporting or on compliance. That report is
an integral pan of an audit performed in accordance with Govemnent Auditing Slandards and should be considered
in assessing the results of our audit.

PO. Box iC16l, San Juan, Pueno Rico trC916-516l . Cecilia s Plrce S Lrrrc ( l,I , # i Rrr:.r Streer
lsla \i-rJc. PR. trC979 . Ph,one (?S7) l5l'9;9; . Far (iSi) lil-9511



Accouiling princlples geneally accepted in the United.states of. Amefua require that the msnag€m€nrs discussion

and analysis and buOgdary compa;filg.t*ttl f,rnO info,*tion.on pagps S hlough 18 and on pages 67 and 68

fiJ-pffiii r. s,ryib#il he ;;; d;dat srate,ns,b. Such inionn*ion, altttou$' nd a part d t'" basic

financial statenenb, b rcquir€d by 0r. ilor;;*ti Acccxrnting Shndards Board, who orsidels it to be an essatial

ili'"Tn-^iil.i,e*r,ti to, pti,ril tt; b.*-fi''.,d.t srierens in an appropdaie operatimal' economic, or

histoflel context. we hav6 .ppfi,fr ..rr.l. limitod p]ocsfurss to lhe requircd supplementary .infomatim 
in

accodarce witr aditing sranOarus i*J"py .*.pr* in ft United $a.s d Ameri;6, whk$ onsisted d inquides

ol management abort met166 g| il.p*.i Ue intormation and conparing tre intomation tor onsistency with

ilil;;#',r9onres to 0.,, inqliil, ,i ** !r*g, statem$b, and otrer knowledge rve obtained dudns

*, .iI[ U Ur" d**, nn"rxS.t stit *,rts. We do nd express an qrinion or prodde any assrance on ttle

inlomafion because tE timlt* pildires- Oo nor provlOe ui wittr sumcixrt evidence to express and opinion and

prcvide any assurance.

our audl was conducted for he purpoe of torming opinbns on he financial slalemenb that conec'tivdy cultpdse

il; il;fupatiy; basi. nnanciar'Jijments as a 
-unhe. 

Ttre cornbining and individual nonmapr.tund finarcial

statements are pr€sented for puffi of aOOirional analpis and are na a rcquired pail of.t?re.basic finarrhl

;ilil;i;.-iire acccnpanynng';ed,.d.A;rp"tdftds d fedoial awards is presailed t91 tty-nutfqe U

;ftilfi;;l*ryr6 .r reqii,*i uitt. US. Ott e oi U"*g"n"nt and Budgpt Circular A-13i], Aud,b o,^States, toca'

G;;-^rrnr, ;i N*-Pnfil OAEi;tu:g', *o it do fo a rcquircd pan u ttre basic financial slatemenb' The

Jr6iiriri ii,O ,.oror"r n**ioifuno nn.r"ial statemenb and tre sdredule ol elpenditures d ledenal awads ae

np reixirsiUrirv ot managemenr anJ*." oeru* rrun and rdate dirccdy to ttre underlying my.fline and dher

,i"].dsJ*"0- iJ'pr.p." rie furanciaf-sutemenb. The inlormation haw been sutriec'led to the auditing gocedurcs

.iril* i, tii ir&t ir t. finandat sta6;nb and certain additional procedwes, induding compaling and reconciling

rliitlnfo-"ton diredty to tE unOertying accounting and aher rccods usod to p6pa;e th€ financial statements ot

to tre finarrcial statemenls tr"rirfrG,".nO otr.r-aOOitlm"t procedures in acroldance wifir audting *ndtt
Ln."rv .o.pr.o in tp United Gtes or n*6o. ln orr qinirxr, the inlomation is taidy stated in all material

iespects in retation to the basic finarrcial statements as a whde'

MarchT'2011 

[*;r, L b-J.,vr,r,W 7 h- l)?

Stamp number 2587902

has been affxed to he
odginal repod
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I,IUNICIPALTY OF SAiI JUAN,
CAP]IAL CITY OF PUERTO RICO

llanagement's Discussion and Analysis
For the Fiscal Year Ended June 30, 2010

The Management ot the Municipality of San Juan (the 'Municipalitt') provides the Municipality's comprehensive
annual financial reporl and the discussion and analysis of ttre Municipality's financial perlomance during the ltscal
year ended June 30, 2010.

Since the Management's Discussion and Analysis is designed to tocus on lhe cunent year activities, resulting
changes and cunently known facts, please read it in conjunclion with the Municipafitfs financial statements.

FINANCIAL HIGHUG'{IS

n The Municipalitys net assets increased approximately $13.0 million.
n ln the fund financial stalements, tolal revenues increased approximately $28.8 million (or 4.33"/d while

total expenditures increased approximately $6.7 million (or 0.88o/4.

n The General Fund (the primary operaling fund) reflected, on a current linancial resource basis, a
decrease ol deficit by $8,410.

o On a budgetary basis, the General Fund's actual expenditures were approximately $2.5 million less
than actual revenues.

o The Municipality issued bonds and notes amounting to approximately $63.0 million to finance an eady
retkement temination benefit, capital improvements and other capital assets.

USING TIIIS CONPBEHENSIVE ANNUAL flNANCIAL BEPOBT

This discrssion and analysis is required supplementary inlormation lo the basic financial statements and is inlended
to serve as introduction to the basic financial slatements ol the Municipality. The basic financial statements are
comprised of three components: (l) govemment-wide financial slalements, (2) fund financial statements, and (3)

notes to the financial statements. This repofi also contains required supplementary information (budgetary schedule)
and additional supplementary information (combining financial slatements) in addition to the basic fnancial
statements themselves.

Govemment Wide Financial Slalements

The govemmenl-wide financial statements are designed to provide users of the financial statements with a broad
oveMew ol the Municipality's finances in a manner similar to pdvatesector companies.

The Statement ol Net Assets presents inlormation on all ol the Municipality's assets and liabilities, and lheir
ditference reponed as net assets. Fluctuations in nel assels may serve as a uselul indir:alor ol whether the financial
position ol lhe Municipality is improving or deteriorating.

The Shtement of Activities presents inlormation showing how the Municipalit/s net assets changed during the most
recent fiscal year. All changes in nel assets are reported as soon as the undedying event giving rise to the change
occun, regardless of the timing ol lhe related cash flows. Thus, revenues and expenses are reported in the
Statement ol Activities that will only result in cash flows in future fiscal pedods. The Statement ol Activities is focused
on both he gross and net cosl of vadous aclivities, which are funded by the go\remment's general tax and other
revenue sources. This is intended to summarize and simplify the users' analysis of cost ol various govemmental
services.

Fund Financial Stalements

The fund financial statements provide detailed informalion about the Municipality's most significant funds, not the
Municipality as a whole. Ihe Municipality has only govemmental funds.

-7-



ITUT{ICIPAL]TY OF SAN JUAN,

CAPTTAL CTTY OF PUERTO RICO

Management's Discussion and Analysis

For the Fiscal Year Ended June 30, 2010

Govemmental funds are used to acccxtnt tor essentially the same functiom reported as govemmental activities in the

gor*;.nt*iO. financial statements. However, uniike the govemment'wide financial statements, go'emmental

irnO Rnanciat statements fqcus on near term inflows and ouffows ol Eendable resources, as well as on balances ol

Lip.rOrlf.-r.i**s available at the end ol the fiscal year. Such information is uselul in evaluating the

Municipality's near term fi nancial requirements.

Because the focus of govemmental funds is nanower than that of the govemment vide linancial statemenls' it is

,r.frr io *rp.r. thi inlormation presenled lor govemmental lunds with similar information presented for

oor*r.ntd activities in the govemment wide financial statements. By doing so, users of the basic financial

;t.tilri;;tb.ner understind the long-term impacl ol the Municipality's neal tem financial decisions. The

6or.rr.nf.f iund Balarre Sheet and the Govemmental Fund Statement ol Revenues, Expenditures and Chanps

in-frnO A"f"r..r (Deficit) provide a recurciliation to facilitate this compaison between govemmental lunds and

govemmental activities.

Notes to th€ Financial Statements

The notes provide additional intormation thal is essential to a lull underslanding of the data provided in the

govemment-wide financial statements and the lund linancial statements.

Requircd Supplemeilary lnlormaiion

The basic financial statements are lollowed by a section of required supplemenlary intormation. This section

inctuOis a budgetary mmparison schedule, whbh includes reconciliation between the statutory fund balance for

budgelary pupLes'and ttre fund balance for the General Fund as presented in $e govemmental fund linancial

slaternents.

Oher Supplementary lntomation

The combining financial statements refened to eadier in conneclion with nonmaior govemm,ental tunds are presented

,ollowing the iequired supplementary inlormation. The total columns of these combining financial statements carry

forward lo the applicable lund financial stalement.

lnftastruc,ture Assets

Histori:ally, a govemments largesl group of assets (infrastructure - roads, bridges, tralfrc signals, underground pipes

[unless associated with a utility], etc.) had not been reported nor depreciated in govemmental financial stalements.

bovemmental Accounling Standards Board fGASB) Statement No. 34 requires that thes€ assets be valued and

report6d w1hin the govemmenlal column of the govemment-wide financial statements. Additionally, the govemment

must dect to eithei (a) depreciate these asseti over heir estimated uselul lile or (b) develop a system of asset

management designed to maintain the servioe delivery potential to near p€petuity. ll the govemment detrelops the

asset-managemeit system (the modified approach) wtrich pedodir:ally (at least every third year), by category,

measures and demonstrates ils mainlenance of locally established levels ol service standards, the govemment may

record its cost ol mainlenance in lieu of depreciation. The information aboul the mndition and mainlenance of the

govemment inftastructure assets should assist linancial statements users in evaluating a local govemment and its

performance over time.

The Municipality elected to depreciate intrastructure assets inslead ol using the modified approach.

-8.



ilUilICIPALTY OF SAN JUAil,
CAPITAL CITY OF PUERTO RICO

Capihl asseb

Oher asseb

FI}IANCIAL ANALYSIS OF ITIE ITUNICIPALTY AS A WHOLE

Net A$setrs

Condensed net assel inlomation is presented below:

Condensed Statements of Net Assets (in thousands)

As ol June 30,

2010

ASSETS

ilanagements Discusslon and Analysis
For the FiscalYear Ended June 30, 2010

Change

651F01

347,700

637280

357,U4

14,12'l

(s,644)

Pctg.

2.2o/o

-2.7"/o

0.5%Total assets 999,101 994,624 4,477

LIABILITIES

Cument liabilities

Noncunent liabililies

245,687

766,753

248266

772,658

(2,57s)

(5,90s)

-1.00/"

{.8%
4.81"Total liabilities 1,012,M0 1,020,924 (8,484)

NET ASSETS

ln\,ested in capihl asseb, net

o, relabd debt

Resticted lor
Debt service

Oher purposes

Unresticted

252,U1

25,025

18,523

(30s227},

202,598

15,'147

18,375

(262120)

49,743

9,878

148

(46,807)

24.6Yo

65.2o/o

n/a

17.8"/o

49.3o/oTotral net assets (13,338) (26,300) 12,962

The Municipality's total assets amounted to $999.1 million at June 30,2010, an incrcase of $4.5 million when

comparcd with the prior year. The decrease in other assets of $9.6 million is mainly the net effect result of: (i) a
decrease in cash ol approximately $34.4 million mainly lrom the acquisition or conslruction of capital assets and

inlrastructure net of, (ii) an increase in property tax receivable of $15.4 million and, (iii) an increase in inventodes of

approximately $4.6 million.

The Municipality's total liabilities amounted to $1,012 million at June 30, 2010, a decrease of $8.5 million when

compared wilh the prior year. The decrease is mainly due to the principal payments and deductions ot long-tem
liabilities ot approximately $88.8 million, nel ol the issuance of general obligation bonds and additions to

compensaled absences and other long-term liabilities of approximately $82.9 million.

-9-



I'UNICIPAUTY OF SAN JUAN,

CAP]TAL C]TY OF PUERTO RICO

llanagenenf s Discussion and Analysis
For the Fiscal Year Ended June 30, 20 1 0

The largest portion of the Municipality's net assets is the negative unrcstlicted net assets. The net assets consist d
the exiss bl arsets or"r related ldbitties that are neitrei extemally neither leglty restrkXed, neither invested in

opitrl rorts. These negative net assets are the consequence ol pre$os budgets which did not provide funding for

'ilunJ long-tem obligaiions such as compensated absences, landfill dosure and post closure costs, claims and

ludgments a-nd otrers. 
-Xistulxtty, 

such obligations have been b-udgeted on a pay as yor go. basis without ploviding
't iniing tor their lulure liquidatbn. Conseqriently, the Municipality cannot draw trom its exisling asseb to provkJe

services lo hs citizens and depen& on its taxing atrilily to conlinue its operations.

An additional portion of the Municipality's net assets represenls the invesfnent in capital assets such as land,

buildings, equipment, among others, 6ss any outstanding related debt used to acquire those assets. The

Uuniriiaiity risis fnese capitil assets to provide seMces to ils citizens; consequently, these assets are not available

tor future ipenAing. Ahdugh, the Municipalit/s investnent in its capital assets is repod€d net of related debt, it

should be ioted that fre resources needed to rqay this debt mu$ be provided tlom the Debt Service Fund, since

the capilal assets lhemselves cannot be used to liquidate hese liabilities. The amounts restdcted for debt servbe

represent another portion of he net asseB, and these are resources subiecl to extemal restdctions tor the puryoses

explained above.

-10-



ITUNICIPALITY OF SAN JUAN,
CAPITAL CTY OF PUEBTO RICO

Changes in Nel Assets

The condensed changes in net assets information is presented below:

Cond{sed Statenrents of Actiyiti63 (in thousands)
For lhe Fiscal Yers Endod June 30, 201 0

20r0

llanagemenl's Discussion and Analysis
For the Fiscal Year Ended June 30, 2010

zm Change Pctg.

Program revenues:
Charges lor services
Operating granE and confibutions
Capihl granb and contribulbns

General revenues:
Poperty laxes
Municipal license tax

Sales Tax
Construction excise and oher local hres
Grants and contributions not

restricted to specific programs

lnterest income
Olher

$ 60,417 $
121,008

4,610

238,690
157,381

54,487
16,637

30,380
3,884
4,964

2,U9 4.00/.

10,/t88 9.5'l"
3,562 nla

24,038 11.210
'l,348 0.9v.
(1s9) 4.3vo

(11,938) -41.8vo

58,068
110,520

1,048

214,652
156,Crlls

54,646
28,570

30,359 21 0.1v.
s,386 (1,502) -27.91"

4,419 545 12.3v"

Total revenues 692,458 663,701 28,757

Expens6:
General govemment

Public salely
Public works
Culture and recreation
Healh and wellare
Urban development
Economic development
Educaiion

118,236

64,185
76,920
26,319

259,579
57,/156

25,124
21,071

1@,022
61,834
78,205

24,586
261,50s

57,684
22,ffi
16,075

9,214 8.5v.
2,351 3.8v.
(1,285) -1.6%

1,733 7.00/o

0,926) 4.7o/o

(2281 4.4o/o

2,y24 1 3.0./"
4,996 31.1vo

lnterest on lono-lerm debt 30,306 35,/159 (5,153)

Totale)@enses 679,496 666,870 12,626

Change in net assets betore special ilem 12,5fi2 (3,169) '16,131

(20,345)

-14.5v.

1.90/6

-509.0%

nJa

-24.5"h

-39.5"/"

-19.3"/.

Specialitem - 20,345

Change in net assets 12J#2 '17,-t76 (4,214].

Net asseB at beginning of vear (26,300) (,l{|,476) 17,'176

Net assels at end ol year $ (13,338) $ (26,300) $ 12,962

The Municipality's tolal revenues decreased by approximately $28.7 million. Approximalely 67.5% (68.40l" in 2009)
of the Municipalitys lotal revenue came trom taxes, while approximately 22.5% (21.4% in 2C,09) resulted trom grants

and contributions, including lederal aid. Charges for seMces provided approximately 8.P/o (8.8"/" in 2009) of the
total revenues.
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ITUNICIPATJTY OF SAI{ JUAI{,

CAP]TAL C]TY OF PUERTO RICO

llanagemant's Discussion and Analysis
For the Fiscal Year Ended June 30, 2010

Bevenues from properfy, municipal license and sales taxes increased by approximately 2'$/o' Revenues from

.*.tn*tl* and'ofher lircal taxes decreased W 41.7h due to the negative impact of the recession on investors to

develop new commercial and residential proiects.

Charges for services increased by approximalely 4.0% when compared wilh pdor fiscal year mainly due to an

increase in health care service revenues.

The following charb summarize the Municipality's revenues by sources lor the govemmental activities lor lhe tiscal

years ended June 30,2010 and 2009.

Other

Operating and
CapitalGrants and

Contributions
La.00a

Property Taxes

34.504

construction and
other local taxes

2'4% 
s"1",

7 .9'
Tax

CapitalGrants and
Contributions

Property Taxes

32.304

Municipal License
Taxes

235%

Revenues by Source-Governmental Activities
for the fffi!,ypar ended June 30, 2010

Services \
8.7vo \

8.2o/o

The Mun'rcipality's total expenses amounted to $679.5 million and $666.9 million for the fiscal years ended June 30,

2OlO and 2ct0g, respectively. lncrease in total oeens€s was mainly due to increases in payroll and professional

selvices.

Revenues by Source-Governmental Activities
for the fiscalyear ended June 30, 2009

Charges for 
-OtherServices

8.8%
Operating and

-12-



lrlanagement's Discussion and Analysis
For the Fiscal Year Ended June 30, 2010

I,lUNICIPALITY OF SAl{ JUAN,
CAP]TAL CIW OF PUERTO RICO

The following charl summarizes the Municipality's program revenues compared to program expenses for the
govemmental activities lor lhe fiscal years ended June 30, 20'10 and 2009.

Eegnses and Program Rovenue&Govsmmental Acuvltes
forthefiscalyoar ondad June O,2010 (n thousands)

s300,000
5 250,000
s 200,000
5150,000
s 100,000
5sc,00o

s0

Y Progr.rm Rcvcnucs

Epenses and Progr.m RsvsnuesGovemmenbl Actyltes
for 0re f,scal year ended June O,2flE (nlhousands)

5300,000
52s0,000
5) rn,ooo
5150,000
s100,000

ss0,000
So

E

co-
o!

a

:\=oic-t- ,c)

>--aJ
eldo_E

.- lj.:
I

I [xpcnscs

'L .e, OJ
i, - c)

,9;
C<J

(rCJ>.Y

>Q

dE
?la-o

lJI ExPenscs

-13-

rf Pro0r.rm Rcvcnocs



ilUNICIPALIIY OF SAN JUAN,

CAPIAL CTY OF PUERTO RICO

ilanagement's Discussion and Analysis
For the FiscalYear Ended June 30, 2010

FINANCIAL ANALYSIS OF THE ]i|UI{ICIPALITY'S INDIVIDUAL FUI{DS

As noted eadier, the Municipality uses fund accounting to ensure and demonstrate compliance with finance+elated

legEl requirements.

Govemmontal Funds

The focus of the Municipalitys govemmental lunds is to provide inlormation on near'term inflows, outflows, and

bilances ol spendable rdsouices. Such inlomation is useful in assessing the Municipality's financing requkements.

ln addition, lund balance for govemmental funds provide classificalions that cornprise a hierarchy.based primadly on

the extenl io which the Municipality is bound to honor conslraints on the specific purposes for which amounts in those

funds can be spent.

As ol the end of the cunent fiscat year, lhe Municipality's govemmental lunds reponed combined ending fund

balances of $99.7 million, a net deciease ol $7.0 million in compadson with the pdor year. The combined tund

balances include nonspendable fund balances amounting to $'18.9 million at June 30, 2010' This is the ponion of

fund balances that cannot be spent readily with cash oris legally or contractually required not to be spent ($7'5

million) in the General Fund or there are not expected to be convened in cash soon enough to affect lhe cunent

period (g11.4 million). There are restdcted fund balances amounting to $5'1.5 million. This is the ponion of fund

bahnce that reflects resources that are subject to exlemally enforceable legal restdc{ions 1) to pay for specific

program puposes ($15.5 million); 2) to pay forcapital proiects ($11.0 million; and 3) to pay lor debt seruices ($25.0

hillionl. There are commifled fund balances amounting to $69.0 million that can only be used pursuant to constraint

formally imposed by the Munbipal Legislature by ordinances and resolutions 'l)to pay lor specific programs purpose

($S.t mittionl anO; Z) to pay lor capital proiects ($63.9 million). Accordingly, since there is an excess of

nonspendable, reslricted and committed fund balances over totat fund balances, a negalive unassigned fund balance

of $39.7 million was repolted in the govemmenlal funds at June 30, 2010'

Govemmental funds include the general fund, which is the main operating fund of lhe Municipality. As ol June 30,

2010 and 2009, the General Fund has an amumulated deficit of $18'438,846 and $18,447,256' respectively. Key

factors in the decrease of General Fund's deficit are as follows:

{. lncrease ol $4.3 million in total revenuos.

* lncrease of $26.6 million in total expenditures.

* Other financing sources of $28.3 million

lncrease of $4.3 million in total revenues was mainly due to the nel effect of a decrease of approximately $12.0

million in construction excise and other local taxes; and an increase ol $13.8 million and $1.4 million in prcpeny taxes

and municipal license lax, respectively.

The increase in property tax revenues resulted from the approval of Act No. 71 by the Legislature ol Puerlo Bico,

which established an incenlive plan lor lhe payment ol real and personal property tax dues. This Act provides an

amnesty to all property tax payers lorgiving all penalties, charges and interest of the unpaid pdrripal of pass-due

property tax liability. The period lhat tax payers have lo enioy for such benefit extends until December '13, 2010. The

unpaid propeny hxes covered under this Act are those related to fiscal year 2009 and earlier (lor personal property)

and for 2008 and eadier (for real properly). This incentive plan lustifies the extension of the collection pedod for

revenue recognition purposes from 60 days following June 30, 2010 to December 13, 2010 as defined in Mtional

Council on Govemmenl Accounting ('NCGA') lnterpretation 3. The extension of the collection period is only

applicable for the year ended June 30, 2010.

The decrease in construction excise and other local taxes was related with the decrease of investors available to star

new conslruction proiects as a lesull ol cunent recpssion.
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The increase of $26.6 million in expenditures was mainly due to the cunent payment of approximately $28.2 million

for the eady retiremenl program.

There were tiansfeE oul from the General Fund amounted to approximately $6.4 million to federal programs to cover
certain expenditu res.

Olher financing sources amounting to $28.3 million result from the proceeds o, long-term d€bt issued.

Govemmental funds also include the Debt Service Fund. The fund balance of the Debt Service Fund as of June 30,

2010 and 2009 amounted to $25.0 million and $15.1 million, respectively. The increased ol $9.9 million in the fund
balance of the Debt Service Fund is the result of a increase lo the special ad valorem tax restricted for debt seruice

and accounted for in the Debt Service Fund lrom 2.f/o to 3.5%, and was effective on Januayl, 2010.

GEI{ERAL FUI'ID BUDGEIARY HIGHLIGHTS

The Municipality approved an original budget lor the General Fund of $483.4 million. During the year, there was no

amendment to include any changes in revenues that were identilied during the course of lhe fiscal year. However,

there were lransrers of appropriations between the original and final budget due to changes in depadments'
budgeted expenditures.

On the budgetary basis, actual revenues ol lhe General Fund for lhe fiscal year ended June 30, 2011 were $516.4
million while actual expenditures were $513.9 million. Accordingly, as a result of the tighter controls imposed by he
Municipality's management, there was an excess of actual revenues over expenditures of approximately $2.5 million.

CAPITAL ASSETS AND DEBT ADITINISTRATION

Gpital Assets

The Municipalitys investrnent in capital assets as of June 30,2010 and 2009 amounted to approximately $651.4
million and $637.3 million, respec{ively, net of accumulated depreciation. This investment in capital assets includes
land, buildings, sites, improvemenls, equipment, intangibles, inrrastructure, works of art, vehicles and construc'tion in

progress. lnfrastructure assels are items that are nomally immovable and of value only lo the Municipality, such as

roads, bridges, streets and sidewalks, drainage systems, lighting systems, and similar
items.
Capltal Assots, Nst of Accumulatod t opreclatlon (ln thousands)
A3 ot June 3lr,

Land
Works of ad
Buildings and building improvgments
Site improvements
I nfrastructure
Equipment and vehicles
lntangiblE

m10 zxtg
-5- s?,sss -5- e3i2s

Construction in progress 28,769 53,214 (24,445) -45.976
Tot"l $ 651,4Oi $ 63?,2& 2.2"/"

The increase in the Municipalitys capital assets was Z.P/o over lasl year. Actual expenditures to purchase or
construct capital asseis for the liscal years ended June 30, 2010 and 2009 were $48.5 million and $7/.l million,

Pctg.
4.4.vo

o.o./.2,224
262,939

79,-l'12
17'1,441

9,361

2,224
232,912

42,369
164,274

a,4ao
382

30,027 12.9"/"
(s,257) -4.O"/"
7,-167 4.4ek

aai 10.4"/"
(382) -1OO.O"/"
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respectively. Depreciation charges amounted to $34.4 million and $33.2 million for the fiscal years ended June 30'

2010 and 2009, respectively.

The Municipality finances a significant portion ol its construction activities through bond issuances. The proceeds

ffi b.ili;i;i..* designat& lor construction activities are committed in ils entirety lor such purposes- and cannot

Ur ur.O for rny om., puriose. As of June 30, 2010 and 2009, the Mun'rcipality has approfmately $74-6 million and

S6ii ,1iifion, respectiieti, of unexpended proceeds from bond issuances that are resldcied or committed to luture

construclion ac{ivities.

Additional details regarding the Municipality's capital assets can be tound in Note 7 to the financial statements.

D,ebt Adminhtration

The puerto Rico Legislature has established a limitation for the issuance of general ob-ligation municipal bonds and

nof.r toitn. p.yr.it ot which the good taih, credit and taxing power ol each municipality may be pledged'

Based on the current total nel assessed valuation ol real and personal propedy in san Juan provided by he

Oor.rnr"nfJ Development Bank for Puerto Rico (GDB') of approximately $27.7 billion, the legal debl limit margin

otltre Uunicipatrty as of June 30, 2010, was $2.8 billion. The Municipality's available legl.delt margin as ol June

iO, ZOfO, *"i."i.ulated by GDB to equal $2.3 billion after subtracting lrom the legal. margin the amount ot $410.6

mlifion in'ortsanOing general obligation debt as ol June 30,2010, and adding to the legal margin the amounl in its

Redemption Fund of $19.6 million as ol June 30, 2010.

The applicable law also requires that in order for a municipality to be.able to issue additional genera, obligation bonds

il;fu such municipality musl have sutficient ?aynent capacrty.' Acl No. 64 of July 3, 1996, as amended,

[*U.r itrrf. ,*ici$tity lras sumcient layment capacit/ to incur additional geneal obligation debl il the deposits

fi su.t' munLipafity'i O.h S.ri." Fund and the annual amounts collected with respect to.such municipalit/s

bp*i.i lOOtti.?,a iax (as defined below), as proiected by GDB,. will be suflicient to seruice to maludty the

fviuni<ipafit/s outstanding general obligation debl and the €dditional proposed general obligation debl (?ayment

capaciiyl.'me ratng asiigned is BB+/Stable by Standard & Poo/s lnvestor Serviles'

The Municipality is required under applicable law lo levy tre Special Addilional Tax in such amounts as shall be

r.qrir.O foi tf,.'p.Vrnent ol its general'obligation municipal bonds and notes. ln addilion, principal oI and interest on

.iG;"; oUfighi6n municipaibonds and notes and on all municipal noles issued in anticipalion of the issuance ol

terieral obligat-ion bonds issued by the Municipality constitute a first lien on lhe Municipalitys Basic Tax rcvenues.

iccorOingty,'the Municipality's Basic Tax revenues would be available to make debt seruice payments on general

oOtigation municipat bonds and notes to the extent that lhe Special Additional Tax levied by lhe Municipality, togeher

*itfiron"yr on deposit in the Municipality's Debt Service Fund, are not sutficient to cover such debt seruice' ll has

n.r.i U*i necessary to apply basic taxei to pay debt servioe on general obligation debt of the Municipality.

Dudng liscal year 2010, the Municipality issued bonds amounting to $34.8 million to provide lor construction prcliecls

ina eiuipme'nt needs of the Uunfipatity, and special oblgation bonds amounting to $28.3 million to finance the

.rn*i dorti- ol an eady retirement iermination benefit. General obligation debt includes bonds, notes and

mortgage as shown in the table below:
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Pcrg.
6.9%
-5.7vo

-7.Ooh

2.10/-

Pdncipal
Amorlization

Change
$ 384,1s8 $ 26,478

230,7A1 (13,256)
Mortgage payable 4,12 4,490 (313)

Total $ 632,338 $ 619,429 $ 12,909

Goneral Outstendlng D€bt (in thou3ands)
As of June 30,

Bonds payable
Noles payable

Fiscal
Years

20il-2015

2016-2020

2021-2025

202G20n

2031-2034

Tolal

mlo
TUiq656-"

217,525

Al June 30, 2010, the Municipality had $410.6 million ol general obligtion bonds outstanding. The follor,ving chart
indicates he pdncipal amortization of the Municipalilys general obligalion bonds in five-year increments.

Genenl OHigation Bonds
Principal Amoflization

ln Five Year lncrements Following Fiscal Year 2010
(in thousands)

$ 174,001

103,098

76,095

+3,210

14,232

$ 410,636

As can be seen in the lollou,ing chan, approximately 860/o of the Municipality's outshnding general obligation bonds
will be retired wihin the next fifth teen (15) year.

GOB Principal Amortization
LOOOA

90%
80%
70r/.

60o/o

5004

40"/"

300k
200/0

Le/o

oo/.

12034 12030 t2025 32020 12015

The Municipality has vaiious outstanding notes payable amounfing to $217.5 milliofl at June 30, 2010. Those notes
payable were mainly issued for the acquisition, construction or improvement ol capital assets and lor working capihl
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pulpos€s. These oubtanding notes payable will be paid. with unrestricted property tax revenues and financial

iesiurces arising from sales tixes recorded in the debt ieruice fund. There were no notes payable issued dudng the

fiscal year ended June 30, 2010.

Additional delails regading the Municipalftfs long-tem debl can be lound in Note 11 to the finarEial stalements.

ECONOTIIC FACTORS AND I{EXT YEAR'S BUDGETS AND BATES

The Municipality relies primarily on propedy and municipal taxes. as well as federal grants to carry oJt the

g"r.il"ntli ..ti'riti.r. 
'Uirto,t"tty, 

ilroperty and municipal.laxes have been very predichble wilh increase ol

hiiirircfi n r p.rcent. Federaigrant revenues may vary if new grants are avaihble but the revenue also is very

fljOia.Of.. bn l4irctr S, Z0Og, the LEislature oJ he Commonwealth ol Pueilo Rico approved Law No. 7' knorvn as

[fr. ii*J ir.rgr*V AA, tor the pury&e of stabililng he financial condition ol the cenlral govemment by requiring

in. i.ff"r.nt iign ot a cost reAuAion program, including payro! coS The broad effect of the implemeniation of

th.* ln"..rr.. ..nnot be presently deiermined at June 30, 2010. These lactoB were considered when prepaling

the Municipalitys budget for the 201G201 1 fiscal years.

FINANCIAL CONTACI

The Municipality's financial statements are designed to present usels (citizens, taxpayels, cttstqeP, investors and

creditom) with i general orrerview ol the Municipalitys finances and to demonslrate the Municipality's accounting' lf

you have questi6ns about the report or need additional financiat infomation, contact he MunicipaliVs Finance

birector on'the 5th floor of the Municipal Tower, 160 Chad6n Avenue, San Juan, Pue]to Rico 00919 or visit our

websie al www.saniuan. .
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ilUI{ICIPALTTY OF SAN JUAN,
CAPITAL CTTY OF PUERTO RICO

STATEilETT OF t{ET ASSETS
As ot June 30, 2010

Govemmental

ActivldegASSETS

Cash in commercial banks

Cash with fiscal agent

Accounts receivable:
Property tax
Municipal license tax

Sales tax

Construc'tion excise tax

lntergovemmental
Olher

Loan receivables, net

lnventodes
Defened chaqes, net

Real eslale held for sale

Restricted cash in commercial banks

Capilal assets not being depreciated

Capital assets being depreciated, net

Tolal assets

LIABILITIES

Accounts payable and accrued liabilities

lntergovemmental payables

Deferred revenues:

Municipal license tax

Federal grant revenues

Bonds and interest payable

Noncunent liabilities:

Due within one year

Due in more lhan one year

Tolal liabilities

NEI ASSETS

lnvesled in capital assets, net of related debt

Restricted for:
Debt service
Other purposes

Unrestricted

Total net assets

The accompanying notes lo the financial statements are an integral part ol this statement.

$ 82,u2,n4
150,995,197

44,3i10,473

7,000,000

4,587,321

5,000,000
2t,188,879

8,238,474
11,379,124
7,ill,214
2,295,ffi2

175,201

2,956,129
128,ffi,017
5n,852,8U
999,101,319

66,840,399
4,370,W2

117,072,8U
10,329,€0
47,073,781

87,748,767

679,004,235

1,012,439,586

252,341,458

25,024,372
18,523,1€

(3@,?27,24A\
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CAPIAL C]IY OF PUERTO BICO

STATElrEilT OF ACTUMES
For the Fiscal Year Ended June 30, 20i0

Program ig!q!!es_
Caplhl

Granb and
Contibutlons

ilet Expense

and Chang€s

ln tlet Asscts.

Govemmental

Acllvlue3

0Paating
Clrarges for Granb and

Servkrs ContibullonsFunclions,Prosram3

Gsneral govemment

Public safety

Public wolks

Culture and rect€ation

Healtt and welhre

Urban devslopm€nt

Economic development

Edrcation

lnterest on long-tem d€bt

Total govemm€nlal activities

Exp€ngos

$118,236,295

64,184,7'13

76,920,3r7

26,318,795

259,578,631

5/,456,367

25,4A,606
21,070,955

30,305,957

$679,495,666

$ 5,814,947

€9,066
35,890

1,/131,650

40,993,473

3,415,378

3,811,676

4,474,9n

$ 64,492

1,427179

52,064,078

38,494,187

21,346,945

7,611,428

3,248,995

1,361,374

$(112,356,856)
(62,318,498)

t/3,635,€2)
(24,887,1 45)

(166,521,080)

(14,18s,428)

(264,98s)

{8,984,607)
(30,305,s57)

$(493,4se,988)$ 60.417.000 $121,008,309 $ 4,610,369

General levenues:

Pmperty taxss

MunicFal license tax

Sales tax

Construclion and oher local taxes

Granb and contributions not rostricted to spscific programs

lnterest income

0her
Total gsnoral revenues

Net dEnge in net asseb

Net assets at beginning ol year

Net ass€ts at end ol year

a8,689,896

1 57,380,'t57

54,'187,359

16,636,641

$,379,513
3,884,103

4,963287
506,421,256

12,961,268

e6,a9,s3s)

$ (13,338267)

the accompanying notes to the financial statements are an integral part ol his statsment.
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ASSETI;

Cash in commorcial banks

Cash wih liscal agenl

Accounts receivable, net:

Property tax

Municipal lit:ense tax

Sales tar
e,onstruction excise lax
lnlergovemmenhl

Other

Loans receivable, net

Due lrom other funds

lnvontories

Real eshte held lor sale

Restricted cash in commercial banl6

Tolal ass6B

UABTLmES AND FUI{D BALAr{CES (DEFIC|T)

Lkrbilities:

Accounts payable and accrued liabilities

lntergovemmenhl payables

Due to oher lunds

Matured bonds and interest payable

D€fsrrsd rsvenues:

Municipal license tax

Federal grant revenues

Total liabilitios

Fund balances (deficit):

Nonspendabl€

Resticlod

Committed

Unassigned

Total tund balances (deficit)

Total liabilities and tund bahnces (deftit)

General
Fund

Dsbt
Servioe
Fund

BALANCE SHEET.

0her
Gov€mmenbl

Funtls

$ 44,ru,971
93,149,393

20,s16,169

573,244

11,379,124

1,155,631

24,394

175,n1

2,956,129

$ 173,972,256

$ 25,372,661

500,978

44,636,511

'10,32s,430

80,839,580

11,/t03,518

23,179,889

83,911,909

(s,362,em)

93,132,676

$ 173,972,256

GOVERNTENTAL FUNDS
As ol June 30, 2010

Tobl
Govemmrntil

FundB

$1/t3,S70,888 $r/,366,S88

$ 37,789,803

5,032,638

19,r/6,651

7,000,000

4,s87,321

5,000,000

852,710

7,665,230

48,749,715

7,516,820

$

52,813,166

24,553,82

$ 82,U2,n4
r 50,995,197

,u,330,473

7,000,000

4,587,321

5,000,000

21,188,879

8,m,474
11,379,124

49,905,346

7,541,214

175,20'l

2,956,129

$ 395,310,132

$ 66,840,399

4,370,092

49,905,346

47,073,781

'117,072,882

10,329,430

295,591,930

'18,920,338

51,500,6&)

69,029,535

(39,732,354)

99,718,n2

$ 395,310,132

$ 41,467,738

3,869,114

117,072,U2

162,&9,7U

7,516,820

3,296,42
5,117,626

(34,369,71 4)

(18,438,846)

$1,1i),970,888

$

5,268,&)5

47,073,781

52,342,616

25,024,372

25,024,372

$"**

The accompanying notes to he financial stalements are an integral part ol this statsment.
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ruilrclPAuw OF SAN JUAN,

CAPTTAL CTTY OF ruEHTO RICO

RECONCITIATION OF TOTAL GOVEBNIIENTAL FUI{D BALANCES

TO ilET ASSETS OF GOVERI{IIETTAL ACTIV]TES '

AsofJune30,2010 "

Total goremmental fund balances

Amounts reported lor govemmental ac{ivities in lhe statement of net assets

are diflerent because:

Capihl asseb used in gorremmental aclivities are not financial resources

and, therefore, are not repoded in the funG.

Land

Building and site imploremenb, net of depreciation

lnfrastnrcture, net ol depreciation

Equipment and vehicles, net ol depreciation

Works of a]t
Construction in progress

Total

Delened chaqes, net ol acGimulated amortization, ale not available to pay

for cunent period expenditures and, herefore, are defened in the funds.

Longtem liabilities, induding bonds payable, are nol due and payaHe in

the cunent period and, therefore, are not reported in the funG

Bonds payable

Moilgage payable

Notes payable

Compensated absences

Net pension liability

Claims and judgments

Landfill obligation
Other liabilities

Total

Total net assets ol govemmental activities

$ 97,554,632
342,050,941

171,440,476
9,361,417
2,U4,fis

28,769,020

$ 99,718,202

651,400,851

2,295,ffiz

r/66,753,002)

$ (13,s!8,267)

(4r0,636,000)
(4,176,905)

(217,525,016)
(48,901,9s9)
(47,091,179)

(6,100,000)
(18,000,000)
(14,321,94i1)

The accompanying notes to the financial statements are an integral part ol this statement.
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REVBIUBS:

Pmpeny taxes

Munidpal license hx
Sales tax

'.Con$ruction 
and otlEr local taxes

.Lhenses and pemits

Charges for seMces

Finss and forloitures

lnleresl

lnteEorremmental:

FedeBl

Local

Other

Total revenues

EXPENI'IIURES:

Cuflent:

Gefleci govemment

Public safety

Public Yiorks

CultuB and recrealion

thalh and nelfarc

Urban de\relopment

Economic dewlopment

Educalion

Capital oullays

Debt seMce:

Principal

lntelesl and ollEr charges

Total oeenltures

EXCESS (DEF|C|EI{CY-) 0F REVEiIUES OVER (Ur{rER}

EXPE $TIJRES

oIlrER FrtlA CrilG SOUnCES (USES):

TransrsB in

Prcceeds lDm bonds issued

Tmnsle6 oul

Tolal ofler financirE sourDes (uses)

r{Er GHA GE tt{ R ND BALAI{CES (DEHC]r)

STATEHEilT OF REVENUES, EXPENDIURES AND CHAilGES IN FUT{D

BALANCES (DEFICIT) - GOVERililEilTAL R'NDS
For the Fiscal Year End€d June 30, 2010

Gsnsd
Furd

$1 73,615,602

15./,380,457

15,789,406

16,636.641

r,617,940

50,466,112

5,33r,571

2,719,091

30,379,513

4,r 64,845

488,131,184

124,411,699

fi,717, 7

72,857,16

16,60 r,374

ml,162,0n
5,089,957

8,615,078

r 0,671,123

2,293,358

3,940,675

s,561,330

509,954,744

(21,84,560)

28,260,0@
(6,428,090)

21.83 t,970

D3bt
Sawh€

Fund

Othr
Govsmmobl

Funds

Totrl
GoYc,nmnbl

Furlds

*'*:*

8,697,953

2.,6fi

73,764,897

12,72.,W

21,165,635

63,887,635

9,8n,%2

2,115,8n

1,142,359

124,904,559

1,599,615

798.,412

130,560,852

13,S0,348

1,5-/5,059

1,857,794

1,769,912

52,195,685

43,534,402

11,311,074

9,237,895

6,N,12.

3,,163,oel

3,t8,992

188,6E8,347

(58,1 27,495)

6,128,030

34,r/5,000

$ 48,689,896

157,380,457

54,487,359

16,636,641

1,6 t7,940

52,581,989

5,331,5/4

3,884,1fi)

124,901,559

3r,979,128

4,963,287

692,156,933

13E,345,047

60,292,706

74,714,9n

18,371,286

253,357,762

48,624,359

19,956,152

19,909,318

8,527,4&

50,125,739

30,305,957

762,530,726

(70,073,79,)

6,428,030

63,005,000

(6,428,0s0)

8,410

41,203,030 63,035,0m

9,8n,62 (16,921,165) r/,0s8,790)

106,756,995

__$__Ergeo2_

FUI{D BA|-ANCES (DEF|CIT), EEGI{N|NG 0F YEAR \ (18,447,256) 15,147,110 110,05/,141

FUND BALANCEi (DEHCIT} ET{D OF YEAMh( -""'*' *,*N,"' E 93,132,676

Thsaccqnpanyingnole.,r,n.,,.-.,r.o,",)'.$r5f 

@:@**,.**-Jl-
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RECONCII,IATION OF ITIE STATEITEI{T OF REVEilUES, EXPENOMJRES

AND CHAI{GES IN FUND BALAIICES (DEHCTD OF GOVERilf,EilIAL
FUNDS TO THE STATEITENT OF ACTVMES

For the Fiscal Year Ended June 30, 2010

Net change in lund balances (deficit) - total govemmental funds

Amounts repoiled lor govemmental aclivities in the statement of ac{ivilies

are different because:

Govemmental funds repon capital outlays as expenditures' However, in

lhe statemenl ol aclivities the cost of those assets is allocated over their

estimated useful lives and repo ed as depreciation expense.

Expendihrres lor caPital assets

Cunent Year dePreciation

The issuance ol long-tem debt (e.9., bonds, leases) provides cunent

linancial resources to govemmental funds, while the repayment of the

principal of long{em debt c$sumes the cunent finarcial resources

of govemmental funds. Neither transactions, however, has any effec{

on net assets. Also, govemmenlal funds report the eflect ol issuance

costs, premiums, discounts, and similar items when debt is first issued,

whereas these amounts are delened and amoflized in lhe statement

ol activities.

Bond proceeds

Bond issue costs

Pdncipal repayments on bonds

The repayments or deduc{ions of the following long'term obligations are

recorded as expenditures in the govemmental funds, however, are

recorded as reduc{ions of their respective liabilities in the statement

ol net assets:
Mortgage payable

Notes payable

ComPensated abssnces
Net pension liability

Landfill obligations

Claims and judgments

Other liabililies

Some expenses reponed in the statement ol activities do not require

lhe use of cunent financial resources and, therelore, are not

reported as ependitures in gwemmenlal funds.
Amortizafron of defened charges

Claims and iudgmenls
Compensated absences accrual

Other liabilities

Net change in nel assets ol govemmental ac'tivities

$ 48,527,480

(34,406,483)

(63,035,000)

272,928

36,557,000

$ (7,038,793)

14,120,997

(26,205,072\

52,283,794

(20,199,6s8)

$12,961,268

313,064
13,255,675
5,095,718

30,079,497
900,000

1,011,863
1,627,9n

(298,512)
(1,611,863)

(11 ,298,576)
(6,990,707)

The accompanying notes to the financial statements are an integral patt ol this statemenl.
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1. Orqanization and ReDortino EnlitY

A, organization

The Municipality of san Juan (the'Municipalit)4 was tounded.in 1521 and is the largest municipality and the

Caoital Citv of the Commonweatttr ot plert6 Rico. The Municipalitfs govemmental system consists of

Jr,IiiiirJ il''ir"di.r.ture uoaur. The Municipality is govemed by a Mayor and a seventeen'member Municipal

Legislature who are elected lor a four-year lerm.

The Municipality provides public safety, public works, cuhure and recreaiion, health and welfare, urban

development, eiiaion, ec6nomic development, and other miscellaneous seryices to ils citizens.

B. Repoiling Entity

A reporting entity is cornprised of the primary govemment, component units and other organizations that are

included t6 ensure that fiharrcial statemenls are not misleading. The primary govemment consists of all funds,

departments, boards and agencies that are not legally separate om the Municipality and lor which the

Municipality is fi nancial accountable.

Pursuant to the provisions of GASB Statement No. 14, IlE Financial Repoiling Enr{y, as amended by GASB

Statement No. 39, Detemining Whehet hftain Organizations are funponeil UniE - an Amendment of

GASB Statemenl No. ,4, the Municipatilys management has considered all potenlial component units (whether

govemmental, not-forprofit, or profit-oriented) tor which it may be financially accountable, and oher jegally

foparate organizations tor which the Municipality is not financially accountable but the nature and significance

of their relaiionship with the Munidpality may be sudr that exclusion ol their basic financial statements from

those ol the Municipalily would cause the accompanying basic financial statements to be misleading or

incomplete. Accordingly, a legally separate organizat'ron would be reported as a component unit ol the

Municipality il all ol lhe lollowing criteda are met:

l)The Mayor appoints a voting maiority of an organization's goveming body and, eithel (1) the

Municipality has the ability to impose its will on lhat organization or (2) the organization has the

potential to provide specific financial benefits to, or impose specific linancial burdens on, the

Municipality.

2)The economic resources, lor which the Municipality is entitled, either received or held by the

separate organization , are entirely or almost entirely lor the direct benefit ol lhe Municipality or its

constiluents.

The Municipality's management has concluded lhat, based on lhe aforementioned cdteda, there are no legally

separate entities or organizations that should be repolted as component unib of the Municipality for the fiscal

year ended June 30, 2010.

Summarv of Siqnmcant Accountinq Policies

The basic financial statemenb of the Municipality have been prepared in conlomily wih generally accepted

accounling principles as applied to local govemmental units in the United States ol Amedca (USGAAP).

The Municipalitfs basic financial statements consist ol govemment-wide slatements, irrcluding a slalemenl of

net ass€ts and a statement of activities, and lund linancial statements, wh'rch prwide a more detailed level ol

financial infomation.

On March 2009, the Municipal'rty adopted the provisions ol GASB Statement No. 55, The Hierarchy of

Genenlty Awpted Amtnting Pdnciples br State and Local Govemments (GASB No. 55)' and GASB

Statement No. fi, Codilicatbn of Awtnlng aN Financial Reprting Guidane Contained in the AICPA

Sttatenenb on Auditng S,andads (GASB No. 56).
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GASB No. 55 incorporated lhe hierarchy ol USGMP lor state and local govemments into the Govemmental

Lffypg Standards Eoarl's (GASB) autroritative literature. The requirements in tris Shtement codify a1
USGMP tor state and local govemments so that they derive from a singie source.

GASB No. 56 incorporated into the Govemmental Accounting Standards Board's (GASB) authoritative literature
certain accounting and financial reporting guldance presented in the Amerioan lnstitute of Certified Public
Accountants' Shtements on Auditing Standar&. This Statement addressed three issues not included in the
authoritative literature that establishes awuntng principles-related pady transac.tions, going concem
considerations, and subsequent evenb.

A. Govemrnent-wide (GWFS) and Governmental lund f,nancial staiements (GFFS)

Financial inlormation of the Municipality is presented in this repod as follows:

1) Management's discussion and analysis introduces the basic financial statements and provides an
analytkxl overuiew ol the Municipalitfs financial activities.

2) The GWFS (i.e., lhe statement of net assels and the statement ol activitie.s) reports infomation
on all aclivities of the Municipality.

The siatement of activities demonstrates the degree to which the direcl expenses of a given

funclion or segments are otfset by program revenues. Direc't expenses are those that are clearly
idenlifiable with a specific function or segment. Program revenues include 1) charges to

customers or applicants who purchase, use, or directy benefil from goods, seruices, or pdvileges

provided by a given function or segment and 2) grants and contdbutions that are restrLled to
meeting the operational or capital requirements of a particular func,tion or segmenl. Taxes and

other items not properly included among program revenues are reported instead as general

revenues.

The ellec{s of all inter-fund activities (assets, liabilities, revenues, expenditures and olhet
financing sourceduses among govemmental funds) have been eliminated from the govemment

wide fi nancial statements.

3) The GFFS (i.e., lhe balance sheet and the statement of revenues, expenditures and changes in

fund balances) proMdes information about the linancial position and results of operations of the
Municipality's govemmenlal funds by presenting sources, uses and balances of cunent financial
resources. Some ol these financial statements have a budgetary orientation and are aimed to
demonstrate the fiscai accountability and the individual parts of the Municipality's govemment.

Fiscal accountabilily represents the Municipality's responsibility to iustify that its actions in lhe
cunent fiscal year have complied with public decisions conceming the raising and spending of
public moneys in the short tem (generally one fiscal year).

The focus ol the GFFS is on malor govemmental funds, which represent the Municipalit/s most
important funds. Accodingly, the Municipality is required to segregate govemmental tunds
between major and non-major categories within the GFFS. Malor individual govemmental lunds
are reported individually as separate columns in the GFFS, while data trom all non-major
govemmentalfunds are aggregated into a single column, regardless o, fund type.

By definilion, the Municipality's general fund is considered a major govemmental fund for
financial repo ing pupces. ln addition, any olher govemmental lund would be classified as a
major govemmental fund in he GFFS il its tolal assets, liabilities, revenues or expenditures of
that individual govemmental fund are at least 10 percenl of the mnesponding element total
(assets, liabilities, revenues or expenditures) Ior all govemmental funds. Forthe puposes of
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applying the alorementioned maior fund criteria, no eliminations ol inlerlund balances have been

niiO'ri. 
"foraf 

revenues tor these puposes means all ,evenues, including operating and non'

op"i.tirg ,.r.*.r lnet of allowances for uncollec{ible accounts), except lor other financing

r5r"o] foU expenditures tor tlrese pulpo6es mean all expenditures, including operating and

non-operaling expendilures, excepl lor other financing uses.

ln the priq year, the Municipality adopled the Prwisions ol-GASB. Staiement No. 54, Fund

Ar;ni m;oring *A GovemmenA FwA lfe Delialrons (GASB 1\'lo' 54), which modified the

inG,pretatlo'ns ot irrhin terms within the defiriiiion ol the special revenue funG and ttre types ot

".titfti.J 
ir,. Municipality may choose to report in those funds. GASB No. 54 also clarified the

capitat prqects tund typb deinition lor better alignment with_the_needs ot preparers and users.

OJnnitiiis of ottrer govemmental fund types were also modilied lor darity and consistency as of

July 1, 2008.

Pursuant to the provisions set torth by GASB No. 54, the Mun'rcipality repotted the lollowing

govemmental lunds in the accompanying GFFS:

General Fund - is the Municipality's main operating lund used to account for and report all

financial and reported resources and govemmenhl activities, except for those required to be

accounted for in'another fund. ll is presumed that the Municipality's govemmental activities have

been reported in the general fund except for transac'lions lor which one of the lollowing

compelliirg reasons hairequired the use d another tund: (1) legal.requirements, {2) USGMP

requireme-ntr or (3) the dimands of sound financial administralion requiring the use ol a

qovemmental tund ottrer han the general fund. lts revenues c.onsist mainly of taxes, licenses

ind permits, inlergovemmental, charges tor services and other.

Debt service Fund - is a major govemmental fund used to account lor and ]eport fol the

accrmulation of fnarrial resources that are restricted for, and the paymenl ol, pdncipal and

interest for (1) bonds payable for which debt seNice payments are legally ma$ateo p pe

accounted lor in a debt siMce fund and (2) cerhin special long-term obligations for whi:h the

Municipality is being accumulating finarrial resoulces in advance to pay plincipal and interest

payments matudng in future years.

The outstanding balance ol ce ain general longterm obligations lor which debt service

payments do noi involve the advance accumulation of resources (suci as certain notes payable,

bigtions under cap'rtal leases, accrued compensated *sences, landfill obligation, dry.s aP
judg'ments, net peniion liability and other long-term obligations) are only accounted lor in the

admpanying itatement of net assets. The debl seruirx payments ol such obligalions are

generatry icclunrcO lor in the govemmenhl lund which accounted lor he financial resour@s

iseO toi ttre payment ol sudr debs. Pdncipal and interest due on July 1 of the lollowing fiscal

year are accounted for as a fund liatril'rty, if resources are available as of June 30 fol its paymenl.

special Revenue Funds - are non-malor funds (reponed within olher govemmental funds) used

to account for and report tre proceeds of specific revenue soirces (other than lrusts for

individuals, private organizations, or other govemments or for malor capital ploiects) that are

legally resiricted or cohmitted to expenditure for specifed purposes other ltran debl seruice or

ca-pitif proiecfs. Resources restricted or committed to expenditure lor pulposes nomally

fininced from the general fund are generally accounted for in the general fund provided that all

applicable legal requirements can be appropdately satisfied and the use of special revenue

funds is not required unless they are legally mandaled.
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Capital Prolec't Funds - are non-maior funds (reported within other govemmental funds) used lo
account tor and report linancial resources that are restfuted or committed to expendilure for
capital outlays, induding the acquisition or construclion of major capital facilities, including those
outlays financed by general obligation bond proceeds (other than those financed by propdetary
funds or in trusl funds lor individuals, private organizalions, or other govemments). The use ol
the capihl projects funds has been limited to only for major capital acquisitions, construction or
improvement ac'tivities that would disto financial resources tr€nd data if not reported separately
from the oher Municipality's operating activities. The ronine purchases of minor capihlizable
assets (sucfi as fumiture, office equipment, vehides and other minor capital assets or
improvements) have been repoiled in the govemmental fund from which financial resources
were used tor the payment.

The Municipality periodinlly unde akes a comprehensive evalualion of ils lund struclure lo
ensure that it complies wilh all aspects thal are of impo ance to use]s ol general purpose
exlemalfinancial repoG. Consequently, all supeilluous lunds and some intemalfunds cunently
used by the Municipality in he day-today accounting procodures have nol been reponed as
individual govemmental funds in the accompanying fund financial statements. Accordingly, the
accompanying fund financial statements include only lhe minimum number ol funds consistent
wilh legal and operating requirements and, consequenty, certain \rpes ol similar intemal funds
have been combined into single funds in the accompanying fund financial statemenls.

4) The notes to the financial statements provide information that is essential to a use/s
understanding o, lhe basic financial slatements.

5) Bequired supplemenlary information such as lhe Budgetary Comparison Schedule - General
Fund and the Notes to the Budgetary Comparison Sctredule - General Fund.

B. lleasuremenl focus, basis ol accounting and financhl statement presentation

Govemment-rvide financial statements - The accompanying GWFS are prepared using the economic
resour@s measurement ,ocus and the accrual basis ol accounting. Subject to the additional rules and
limitalions detailed below, revenues (induding interest on deposits and investments) are generally
recorded when eamed and expenses are generally recorded when a liability is incuned, regardless ol the
timing o, related cash flows.

All revenues, expenses, gains, losses, assels and liabilities resulting from exctange and exctrangelike
transactions are generally recorded when the exchange takes place. ln exchange transaclions, each
palty to the transac{ion receives and gives up essentially equal values. An exchangelike transaction is
one in which lhere is an identfiable exchange and lhe values exchanged, though related, may not be quite
equal. The accompanying basic financial statemenb include exchangelike transactions such as lhense
lees, fines, penalties, torleitures, permits, drarges for seMces, and mosl miscellaneous revenues, which
are recorded as revenues when collected because they are generally not measurable until actually
received.

The Municipality groups its non+xchange transactions into the lollowing four chsses in the accmpanying
basic financial statements: (a) derived tax revenues, (b) imposed non-excitange revenues, (c) govemment
mandated non-exchange transactions, and (d) voluntary non-exchange transactions.

ln the case of derived tax revenue transactions, which result from assessments that the Municipality
places on exchange transactions, receivables and revenues are recorded when the undedying exchange
has occuned.

ln the case of imposed non-exchange revenue transaclions (such as property taxes and municipal license
taxes), which resull from assessments made by the Municipality on non-govemmental entities, including
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individuals, other than assessments on exchange transactions, receivables are generally recorded in the

period when an enfoE€able legal claim has arisen. Property taxes and municipal license are generally

iecorded as revenues (net ol amounb onsidered not collectible) in the fiscal year when resources are

required to be used for the first fiscal yeal that the use o, the resources is permitted.

For govemment.mandated non-exchange lransactions (such as intergoremmental granls and

conri[utions), rec€ivables and revenues are generally recorded when all eligibility rcquirements imposed

by the provider have b€en met. For the malority of grants, the Municipality must.expend resorces on lhe

specific purpose or project before the provider reimbuses any amounts. Therefore, revenue is generally

recognized as qualifying reimbursable expenditures are incuned.

For voluntary noncxciange transactims (such as donations and cedain grants and entitlements)

receivables and revenues are generally accounted tor in the same manner as govemment-mandated non-

exchange transac{ions discussed above.

Events that are neither exciange nor non-exchange lransaclions are rec'orded when it is probable that a

loss has been incuned and the amount of loss is reasonably estimable.

lnterests on deposits are recorded when eamed since these revenues are considered both measurable

and available at June 30, 2010. Receipts of any type ol revenue sources collecled in advance lor use in

the following fiscal year are recorded as delened revenue.

According lo GASB No. 34, all general capital assets and the unmatured long-term liabilities are recprded

only in the accompanying Statement of Net Assets. The measuremenl lofls and the basis of accounting

used in the accompanying GWFS difler significantly from the measurement tocus and basis ol accounting

used in the preparation of the accompanying GFFS. Therelore, ttre accompanying GFFS include

reconciliations, as detailed in the accompanying lable ol contents, io better identify the relationship

between the GWFS and the GFFS.

Govemmental fund financial stalements - The accompanying GFFS are reported using the cunent

financial resources measurement locus and the modified accrual basis of accounting. Revenues are

generally recognized as soon as they are bolh measurable and available. Revenues are considered to be

available when they are collectible wilhin the curent fiscal year or soon enough thereatler to pay liabililies

of the currenl fiscal year. For this pulpose, the Municipality generally considers most revenues (municipal

licenses taxes, construction excise taxes, sales and use taxes, inlerests on deposit, intergovemmental

grants and contributions and certain charges lor services) to be available if collected wihin 90 days alter

June 30, 2010. Al June 30, 2010, all revenue sources met this availability critedon.

Property taxes are all considered susceptible to accrual il commonly collec,ted within 60 days following the

end of the f,scal period, unless unusual circumstarres iustily a greater period. The Municipality

understands thal lhe unusual cdteda was met through the approval of Act No. 71 by the Legislature of

Puerto Rico which established an incentive plan lor the payment o, real and personal propeily tax dues.

This Act provides an amnesty to all property tax payers forgiving all penalties, charges and interest ol the

unpaid principal of pass-due property tax liabilily. The pedod that tax payers have to enjoy for such

benefit extends unlil December 13, 2010. The unpaid propeny laxes covered under this Act are those

related to fiscal year 2OOg and earlier (for personal property) and Ior 2008 and eadier (for real pmperty).

This incenlive plan justifie lhe extension of the collection period lor revenue recognition purposes from

60 days lollowing June 30,2010 to December 
.l3,2010 as delined in NCGA lntePrelalion 3. The elfecl

of this extension was to increase property tax revenues by $14.9 million. The extension of the colleciion

pedod is only applir:able lor lhe year ended June 30, 2010. The Municipality will continue with the

collec'tion period of 60 days beginning in July 1, 2010 unless other unusual circumstances arise.

Other revenue sources considered susceplible to accrual include municipal license taxes, sales and

taxes, construction excise taxes, intergovemmental grants and conlributions, interest on deposits,and
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charges lor services. These principal revenue sources meet both measurability and availability cdteria in

the accompanying GFFS.

ln a manner similar to the GWFS, but subjecl lo and limited by the availability cdteda discussed above, all

revenues, expens€s, gains, losses, assets and liabilities resulting from exchange, exchange-like

transaciions are also generally recorded when he exchalge takes place while all revenues, expenses,

gains, losses and assets resulting llom non-exchange transacrtions are recorded when an enforceable

legal claim arises or when all eligibility requirements imposed by the provider have been met, applicable.

lnteresls on deposits are recorded when eamed since these revenues are considered both measuriable

and available at June 30, 2010.

Pursuant to the prodsions of GASB lnterpretation No. 6, Re@gnitidl aN Measurement ol Certain

Liabilities and Expenditues in Govemmental Fund Financial Slatemenb (GASBI No. 6), in the absence of

an explicit requirement (i.e., the absence ol an applicable modification, discussed below) the Municipality

generally accrues a govemmental fund liability and expenditure (including salaries, professional services,

supplies, utilities, etc.) in the period in which the gpvemment incurs the liability, to the extent that these

liabilities are normally expected to be liquidated in a timely manner and in full with current available

financial resources. The accompanying Balance Sheet - Govemmental Funds generally rellects only

assets that will be converted into cash to satisly cunenl liabilities. Long-term assets and those assets that

will not be converted into cash to satisly current liabilities are generally not accounted for in the

accompanying Balance Sheet - Govemmental Funds. At the same time, long-tem liabilities (generally,

tho6e unrnafured thal will not require tre use ol cunent linancial resources to pay them) are not

accounted lor in the accompanying Balance Sheet - Govemmental Funds.

Modilioations to the accrual basis of accounting include:

1) Principal and interest on bonds payable are recorded when they mature (when payrnent is due),

except for principal and interest of bonds due on July 1, 2010, which are recorded as

govemmental fund liabilities at June 30, 2010 which is the date when resources were available in

the debt service fund.

2) Compensated abserrces, net pension liability, claims and judgments and the estimaled liability lor
municipal solid waste hndfill closure and posldosure care costs are recoded only when they

mature (when payment is due).

3) Certain other accrued liabilities not due and payable (unmatured) or not normally expec'ted to be

liquidated in full and in a timely manner with available and expendable ftnancial reources, are

recorded in ltre accompanlng Statement ol Net Assets. Such liabilities are recorded in the
govemmental funds when they mature.

The measurement locus of the GFFS is on decrcases ot net financial resources (expenditures) rather than

expenses. Most expendilures are measurable and are recorded when the related govemmental ,und

liability is incuned. Allocation ol costs, such as depreciation and amo ization, are recorded in lhe
accompanying Shtemont of Ac'tivities, but are not recorded in the accompanying GFFS.

C. Assets, liat ililier and n€t assets

1 ) Cash, cash with fiscal agenl and restricted cash:

The Municipality's cash is composed of: (1) cash on hand, and (2) demand deposits in commercial

banks and in the Govemment Development Bank ol Puerto Rico (GDB).

Cash with fiscal agenl in the debt service lund represents special additional propeily tax collections
retained by the Goremment of Puerlo R'no, deposited in GDB, and restricted for the payment ol the
Municipality's debt servioe, as established by law. Cash with fiscal agent in the olher govemmental
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funds consists of unused proceeds ol bonds and notes committed for the acquisition, construction or

improvements ol maior capital lacilities and other capilal assets'

Restricted cash and cash equivalenls in other govemmental funds epresents mortgage escrow

o.po.itr,- r.".*. lor replacement and residual receipls deposited with the moltgagee, and are

recoded al tair value.

2) Re@ivables and BYables:

Actiw between funds that are representative ol lending/bonowing arrangements oulstanding.at the

;il ;i th; t.ot y".r are relened to as either tue to/lrom other tunds' (i.e., ihe curent portion oJ

interlund loans) oi 'advances to/trom other funds' (i.e., the non-cufient portion of.interlund loans). All

other outstanding balances between funds are repo ed as 'due lo/from other funds.'

The carrying value of advanc€s between funds, as repolted in lhe fund financial statemenls, if any, are

ottseteO'Uy-nonspendable fund balances of the same amounts in the applicable govemmenlal-funds to

indicate that such resources are not considered current available financial resoulces at June 30,2010

iince lhey are not expected to be convefled to cash soon enough after the cunent fiscal year-end'

Receivables consist of all revenues eamed but not collected at June 30, 2010' These account

receivables are stated net o, estimated allowances lor uncollectible accounls, which are determined

uaseo upon past collection experience, histodcal trends, cunent economic conditions and the periodic

aging oi a.dornts receivable. lntergovemmental receivables in 
_the 

general fund represent. mostly

cintiuutions from the Puerto Hico Electric Power Authodty fPREPtr) as payment in lieu of taxes.

lntergovemmental receivables in the othel govemmental tunds reptesent amounts or/ed to. the

Municipality for reimbursement of expenditures incuned puBuant to federally funded plogams and the

amount in ine debt service fund represents the distribution of property tax cdlected which is reslricted

for the debt service.

Pursuant to the plovisions of GASB Statemenl No. 48, Sales and Pledges of Reeivables and Futurc

Bevenues of lnin-Entity Translea ot Assets and Futurc Fevenues (GASB rl8), transactions in which

the Municipality is willing to exchange an interest in its expec.ted ltrture cash flows from collecting

specific reieivabtes or sp-ecffic future rwenues for immediate cash payments, generally, a single lump

slm are either regarded as a sale or as a collateralized bonowing resuhing in a liability depending on

Iti *ntinring inr;fu.menl with those receivables or future Ievenues. Accodingly, a transaction will be

reported as; collateralized bonowing unless the cdteria indicating that a sale has taken place are met.

lf it is determined that a transaction involving receivables should be reported as a sale, the difference

Uri*een tt. canying value ol the receivablei and lhe proceeds should be recognized in the period ol

tt. oie in me airo-mpanylng Statement of Activities and Statement ol Revenues, Expenditures and

Changes in Fund Bala6is I Govemmenhl Funds. lf it is detemined that a transaction involving

futurirevenues should be reporled as a sale, ltre revenue is defened and amofiized, excepl wtlen

specific criteria are met.

According to the criteria set lonh by GASB. No. ,18, there were no iransactions involving receivables

that should be reported as a sale as of and lor the fiscal year ended June 30' 2010'

3) lnventoies:

lnventories in the GFFS have been recorded using the consumption method and are stated at lhe

lower ol cost (first-in, first-out method) or market. lnventolies corsisl pdmary of supplies held lor

consumption and medicines used in providing heatlh care services.

The carrying value of inventories are offseted by nonspendable lund balances ol the same amounts in

the applitaile govemmental funds to indicate that such resources are not considered current available

-JJ.



fuNtctPAL|TY oF sAN JUAI{,
CAPITAT CTTY OF PUERTO RICO

BASIC FINANCIAL STATEIIEI{TS
For the Fiscal Year Ended June 30, 2010

financial resources at June 30, 2010 since they are not expected to be cuvensd to cash alter the
cunenl fiscal year-end.

Loans reeivable and albwane for ban hsses:

Loans receivable in tte GFFS are prcsented at their net realizable value (outslanding principal

balance reduccd by an allowance for uncollectible loans. The allowarre for uncollectible loans has

been delermined based upon past collection experience, historical trends, current economic conditions
and the periodic aging of the loans receivable. The carrying value of loans receivable are olfseted by
nonspendable fund balance of the same amounts in the applicable govemmental funds to indicate that
such resolrc€s are nol considered cunenl available financial resources at June 30, 2010 since they
are not expec'ted lo be cunently converted to cash alter the cunent fiscal year-end.

Real Estate Helcl lor Sale:

Real estate held tor sale are canied at the lower ot lhe estimated fair value or historical cost. The
estimated historical cost is delermined by a third-party professional assessmenl or based upon an
appraisal, minus estimated disposal clsts. Subsequent declines in the value ol real estate available
lor sale are dnrged to expenditure/expense.

The carrying vdrc of real eslate held for sale are oflseled by nonspendable fund balance ol the same
amounts in the applicable govemmental funds to indicale that such rcsources are not considered
curent available financial resources at June 30, 2010 since they are not expected to be currently
convened to cash after the cunenl fiscal year-end.

Delened charyes:

Detened charges in the accompanying Statement ol Net Assets consisl ol bond issuance costs, net ol
accumulated amortization ol $2.2 million. Defened charges are amortized over the term ol the related

debt using the straighl-line method. ln the GFFS, bond issuance costs are recorded in the cunent
period as expenditures, whether or not withheld trom the aclual debt proceeds received.

Capital xseb:

Capital assets, which include property, plant, Euipment and infraslructure assets (e.9., roads, bridges,
sidewalks and similar items), are reponed in the GWFS. The Municipality defines capilal assets as
assets with an initial, individual cost ol more lhan $5,000 and an estimated useful life in excess of two
years. Such assets are reported at histoilal cost or estimaled historical cost il purchased or
constnrcled. Donated capital assets are recorded at estimated fair ma*et value al lhe dale of
donalion.

Estimated hislorical costs based on delhled cunent costs were used to value a significant portion o,
the intrastructure construcied or acquired prior to June 30, 2002 and cenain lands, buildings,
slruclures and building improvements. The method used to deflate lhe current costs with an
approximate pdce index was used only in the case of cerlain items for which the historical cost
documentalion was not available. Actual historical clsts were used to value the inlrastrucfure
acluired or conslrucled after June 30, 2002 as well as, mnstruction in progress, machinery and
equipment and licensed vehicles acquired prior or after such date.

The cost of normal maintenance and repairs that do not add value to lhe asset or materially extend
assets lives are nol capitalized. Major outlays lor capital assets and improvements are capitalized as
proiects are constructed.

Depreciation and amonization expense is recorded only in tre GWFS. Depreciable capital asels are
generally depreciated or amo ized over their estimated useful lives under the straight-line method,
excepl for equipment held under capital leases which is depreciated over lhe shorter ol its estimated

4)

5)

6)
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5

3to5

uselul life or the lease term.

and construction in Progress.

No deDreciation or amonizatim has been recorded for land, work of arts

The estimaled useful lives ol other majol capital asset categolies are:

Years
40
40
15

10

Deorecialion and amortizalion expense ol capital assets is recorded as a ditect expense of the

frill.rvprq"11 rpecmcary irjentiiied w1h the asset. Depreciation and amorlization of intrastructure

ir r.i .ffftiJ f. ,arious funclionsiprograms but reported as direct expenses of the public works and

uban developmenl f unctions.

lmoaired caoital assets thar will no longer be used by the Municipality, il any, are.reported at the lower

il;-ft fiiliesimateO tair vatrie. lmpairment losses on.capital assets with physical damages

tnat wl 6ntmue to be used by the Municipality are measuted using the restoralion cost approach'

irpri*rntr .i..pital assets that are subiect toa change in the manner or duration ol use, or assets

alfec.ted by enacrtment or approval of laws or regulationi or other changes in environmenlal tacto*.or

il;b 1ffi are subject to'technological changis or obsolescence, if any, are measured using the

service units approach.

ln the GFFS, the net present value ol the minimum lease payments at the inception of the capital

ieaie isrecorded simuitaneously as: (1)expenditures and (2) other financing sources. Minimum lease

payments are recorded as expendilures in lhe govemmental tund'

lntangible assets at June 30, 2010, consist primatily of computer sottware'

8) htened revenues:

lntheGFFS,deferledrevenueadseswhenoneofthefollowingsituationsoccur:

a. Potential revenue does not meel both the lneasurable'and ?vailable' criteda lor revenue

lecognitioninthecurrentpedod(unavailable.revenue).Aspreviouslydiscussed,available
is oinneo as due (or pasi ouel at June 30, 2010 and collected within 90 days (December

13,2010forpropertytaxes)thereaftertopayobligationsdueatJune30.lnsubsequent
pe,ioos, *tei, uotn'criteria are mel, the ffibifity-for deferred revenue is removed and

revenue is recognized.

b.TheMunicipalityleceivesresoulcesbeloreithasalegaldaimtothem(uneamed.revenue).- 
fn iub;.q,i.nt'periods, when the Ievenue recognitlon c]iterion is met, the liability lor

detened revenue is removed and revenue is recognized'

Delened revenues ar the go/emmenrwide level adse only when the Municipality receives resources

before it has a legal claim to them.

9) Long-temobligations:

The liabilities repoiled in the GWFS include the general and special obligation bonds, longterm notes'

anA ot.t tongir- liabilities, such as vacation;and sick leave (qryepat1 Slt1t"-t]'-!l?]1t^1i9
pdgments, lo-nglem liabilities lo other govemmenlal entlies and third parties, and municrpal solro

waite lanOfill isclosure care costs. Bind issuance costs are reporled in the GWFS as defened

ctrarjes anO a'mortized over the term of the related debt using the straight-line method.
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ln the GFFS, govemmenlal fund types recognize bond issuance costs during the current period. The
,ace amount of debt issued is reported as oher financing sources, while bond issuance cosls, whethet
or not wihheld lrom the aclual debt proceeds received, are reporled as expenditures in the general
tund.

Principal and interest payments on bonds due on July 1, 2010 are recorded as govemmental fund
liabilities in the GFFS (debt service fund) when resources arc avaihble in the debt servioe fund (June
30,2010).

Non-interesl beaing notes payable are accounted lor under the provisions ol Opinion No. 21, ,nteres,
on Rec,"ivabl6' and Payables, issued by the Accounting Principles Board (APB No. 21). qscol6irt L
APB No. 2.l, the Municipality has recorded sudr notes at present value with an imputed interest rate
that approximates lhe rate hat would have been used, using the same terms and conditions, if il had
been negotialed by an independent lender. ln the accompanying statement ol net assets, such notes
payable are reported net of the applir:able unamortized discount, which is the dirfererEe between the
present value and the face amount of the notes. The discounl is amortized over the life of the notes
using lhe etfeclive interest method. Amortization of the notes discount is recorded as pan of interest
expense in the statement ol activities. ln the GFFS, notes discount is recognized as other financing
uses during the qlnenl period.

10) hmpensated a&,etws:

Compensated absences are a@ounted lor under the provisions ol Statement No. 16, A@unting lu
hmpensated Alg,encfus, issued by GASB (GASB No. 16). Compensated absences include paid time
off made available to employees in connection with vacation, sick leave and compensatory time. The
liability lor compensated absences is reported in the Statement of Net Assets. A liability lor
compensated absence is reported in the fund financial statemenls only when matured (when
paymenl is due), for example, as a resutt of employee resignations or relirements.

Compensated absences include paid time off made available to employees in connection with
vacalion, sick leave and compensalory time. The liability tor compensated absences recorded in the
accompanying statement of nel assets is limiled lo leave that: (1) is atlributable to seivices already
rendered on or belore June 30, 2010 and (2) is not contingenl on a specifb event that is outside the
control of he Municipality and the employee (such as illness). Compensated absences that relale to
lulure seruices or are conlingent on a specific event outside the control ol the employer or tre
employee aIe accounted lor in the pedod when lhose sewices are rendered or those events take
place. The liability for compensaied absences includes salary-related costs, which are directly and
incrementally related to the amounl o, salary paid to the employee (such as employer's share ol social
Secudly taxes and Medicare taxes).

The vacation policy ol the Municipality provides tor the accumulalion ol regular vacations at a rate of
2.5 days per month (30 days per year) per employee up to a maximum of 60 days. Employees
accumulate regular sick leave at a rate of 1 .5 days per month (18 days per year) up to a maximum of
90 days. All vacation and sick leave days accumulated by employees in excess of 60 days and 90
days, respectively, are paid to employees eac,h year, if not consumed, as required by law.

upon termination of employment, an employee receives compensation lor all accumulated unpaid
regular vacation leave at the cunent rate. ln lhe case of regular sick leave, il the employee terminites
his or her employment belore reaching 10 years of services, such regular sick leave is not paid to the
employee, if not consumed. After 10 years of seruices, any regutar sick leave balance is paid to the
employee. Accumulated vacation time is lully vested lo the employee at any time.
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11) Clairns aN iudgnents:

The estimated amount of the liability tor claims and iudgments, which is due on demand, such as lrom

,Jiritarco or settled claims, is recorded in the lenLral tund when they mature (generally, when

;;;;i6 due). Those liabilities are recorded in the accompanying statement ol net assets as

in.irir*, pr"*'nr ro the provisions of FASB Statement No ' 5' Contingencies'

12) Estimated Liabw tor Municipat Solid Waste Landfill Cbsure and Pcst4osure C'ogts:

The estimated liabil'rty tor municipal solid waste landfill clooure and post.closure care costs (induding

monitoring and maintenance) include an estimate of all post-closing care costs to be incured aner ln€

;il; ihr Mun'ripatiVs solid waste landfill under the provisions ol GASB Shtement No. 18,

i*ritiiito, U*itpai Solid Waste La6fi1 Closure aN Post+bsure Care Gosts (GASB No. 18).

ln the accompanlng gpvemment-wide statemenl of Net Assets, this liability was tecognized over the

usetut tite ot itre tin[6ii prior to its closing in 2ooo, even though such costs are being incuned alter the

.foi. ot tf,. hndfill. Tlie estimated of ciosing and post c'looing costs were determined using cunent

.ortr. n. liability is adjusted annually to ieflect the effects of inllation, advances in technology'

changes in regulations or similar changes.

At the gpvemmental funds' level, landfill closure and posl+losure care costs are recorded in the

St"erJm ol Revenues, Expenditures and Changes in Fund Balances - Govemmental Funds as

expenditures when they mature (generally, when piyment oI related disbu6ements are due).

1 3) Temination benefils:

Termination benefrts are accounted tor under lhe provisions ol GASB Statement No.47, Ac&unting

tir iemination eenelits. Accordingly, the Municipality generally recognizes a liability^and_an expense

ioryoirnt ry t.;n1ination benefits 16irty-retirement incenlives) in the accompanying GWFS when the

ofier is adpted and the amount can be estimated. A liability and expense for involuntary termination

benelis (foi example, severance benefits) is genelally recognized when a plan ol termination has

U*r 
"pfi,-.0 

UV ihe Municipal Legislature, thi plan has been communicaled to the employees, and

the amount can be estimaied.

ln the accompanying GFFS, liabilities and expenditures lor 
_ 

temination benefits are generally

recoinizeO to'Ure eitent the liabilities are nomalty expected to be liquidated with expendable

avaif"Jfe nnanciaf resources (when they mature, generally when payment or related disbursements

are due).

Termination benefits lor whidr the benefit terms establish an obligation to pay specific, amounb 0n

lixed or delerminable dates are measured at the discounted present value of expected future benefit

payments(includinganassumptionregardingchangesinluturecosllevelsduringtheperiods
tovereO by itre empioye/s commitmenl to provide the benefts)'

14) Fund balanes:

ln the prior year, the Municipality adopled the provisions ot GASB Statement No. 54, Fund Balane

arpo,iig ,ha eo'"mmental Find rype Definitions (GASB 
I'lo' 54)' which enhanced the usefulness

of iund 
-balance 

information Uy prwiding clearer fund balance classifications that can be more

ron.Ltrntfy applied. This staiement establishes lund balance classificalions that comprise a

f,[ra"f,V 6.oi.i prima]ily on the extent to which the Municipality is bound to observe constraints

imposed'upon the use ol the resources repolted in go/emmental funds'
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Pursuanl to the provisions of GASB No. 54, lhe accompanying GFFS report fund balance amounts

that are considered nonspendable, such as fund balance associated with inventori6. Other fund

balances have been reponed as restricied, committed, assigned, and unassigned, based on the

relative slrengh of the constraints that control horv speciftc amounts can be spent, as descdbed as

follows:

a. l,lonspendable - Represent resources that cannol be spent readily wih cash or are legally

or contractually required not to be spent, including but not limited to inventories, prepaid

items, and long-term balances of loans and noles receivable.

b. Restict€d - Represent resoulces that can be spent only lor the specific purposes

stipuhted by constitutional provisions, extemal resource providers (extemally imposed by

creditoc or grantols), or throJgh enabling legislation (that is, legislation that cleates a

new revenue sor.rrce and resticts its use). Effectively, restdctims may be changed or

lifted mly with the consent ol resource providers.

c. hmmitted - Represent resources used for specific purposes, imposed by tormal action of

the Municipal's highest level of decision making authority (Municipal Legislature hrough
resolutions and ordinances) and can only be changed by a similar law, ordinance or

resolution, no later than lhe end of fiscal year.

d. Assigted - Represenl resoutces intended to be used by the Municipality lor specific

purposes but do not meet the criteria to be classified as restricled or committed (gEnerally

execulive orders approved by the Mayor). lntent can be expressed by the Municipal

Legislature, the Mayor or by an olficial or body to which the Municipal Legislature

delegales authority in conlomity with the Aulonomous Municipalities Act of Puerto Rico,

as amended. In govemmental funds other than the general fund, assigned tund balance

represents the remaining amount that is not restric{ed or committed.

e. Unassigned - Represent the residual classifir:ation tor the Municipality's general fund and

includes all spendable amornls noi contained in the other dassifications. ln other funds,

the unassigned classifrcation is used only lo report a deficit balance resulting from

overspending for specific purposes for which amounts had been restricted, committed, or

assigned,

Negative fund balarEe amounls are assigned amounts reduc€d to the amount that will

raise the fund balance to zero. Consequently, negative residual amounts in restricted,

commitled and assigned fund balance classifications have been reclassilied to

unassigned fu nd balances.

The Municipality repons resorrces constrained to stabilization as a specified purpose (restricted or
committed fund balance in tie general fund) only if: (1) strch resources meel the other criteria lor
those dassificatons, as described above and (2) the circumstances or conditions that signal lhe need

Ior stabilization are identified in sulficienl dotail and are not expected lo occul routinely. However,

the Municipality has not entered into any stabilization-like arangemenls, nor has set aside material

linancial resources for emergencies and has not established tormal minimum lund balance amounts

as ol and lor the fiscal year ended June 30, 2010.

ln situations when an expenditure is made for a purpose lor which amounts are available in muhiple

fund balarrce classifications, the Municipality uses restricted resourc€s first, and then unrestricted

resources. Wihin unrestricted resorrces, the Municipality generally spends committed resources

first, lollowed by assigned resources, and then unassigned resources when expenditures.
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,5) Net Asseh

Restricted net asseb have been repo ed pursuant to the provisions of GASB Statement No, '16, 
Nel

esseti AesnAed OV Enabling Legistation (O1SA Uo. nO1. Those net assels consist of net ,esources

restriaeO UV extemal partiei (such as debt covenants, creditors, grantors, clntributors, laws or

regulations'of other govemmints, etc.), or net assets for which constlaints are imposed by

constitutional provisions or enabling legislation.

Enabling legislation consists ol legislation that authorizes the Municipality to assess, levy, charge or

othenrii riandale payment of r6sources (from extemal resource providers). Enabling legislation

"it.Oli.f'o 
restddohiil it irrludes a legally enforceable requirement that those resources be used

onty tor ttre specilic purposes stipulated in ihe legisHion.. A legally entorceable enabling legislation

resiriction is 6ne thai a party extbmal to the Municipality (such as cilizens, public interest groups'.or

ttre iuOlciaryl can compel the Municipality to honor. The Municipality priodically reevaluates the

tegai enbr|;auitity of an enabling legislation to determine if any ol the resources raised by lhe

en'auling legistatdn are used foi a purpose not specified by the enabling legislation or il the

Municipality has other cause fot consideration

The classificalion of restricted nel assets identifies resources that have been received or eamed by

ttte tvtuniripatrty with an explicit underslanding between the Municipality and the resource providers

that the reiources would be used for specific purposes. Grants, contlibutions and donations are often

given under those kinds ol conditions. Bond indentures also olten limit lhe use ol bond prcceeds io

specific purposes.

lntemally imposed designations of resources, including eamarking, are not reported as Ies{ricled net

assets. These designitions consist of management's plans for the use of resources, which are

subject to change at the discretion ot lhe Municipal Legislalure

Net assets are classified in the accompanying Statemenl of Net Assets within the follotving four

categodes:

a. lnvested in capitat assets, net ot rctated debl - This nel asset category consists of capital

assels, nel oi accumulated depreciation and amoriization, reduced by the oulstanding

balances of bonds payable, notes payable and other debts that are attributed to the

icquisition, construc{ion or improvemeni of those assets. For the pulposes of determining

the'outstanding debt attributed to capital assets, the total long'tem debt rclated to the

aquisition, .oistrc{ion or improvement ol capital assels has been reduced by any related

unipent debt proceeds and any related unamortized. debl issuance costs. Accordingly' all

nontapitallongtermdebts(suchasapo]tionoJbondsandnolespayable)hrybeen
excluded lrom the computation since were originally issued for cettain pulposes other than

the aquisition, construc{ion or improvement ol capital assets. ln addition, the oulstanding

debt attributed to capital assets does not include accrued interest payable, non'capital

accrued liabilities, interfund loans and other financial assets'

b. /ve, assets resticted tot debt seNice - This net asset category consisls of net resources

restricted by bond indentures, debt covenants, and certain laws and regulations to cover the

debt selvice payments of bonds and notes payable.
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c. /Vel assels r*triciled for other pu?oses - This net asset category consists of nel resources
extemally r*trkted by creditors, grantors, contributors, laws and regulations to cover specific
program purposss.

d. Unrestided net assets - Generally, this category consisls of the excess ol liabilities over
related assets lhat are neither extemally nor legally restric{ed, neither invesled in capital
asseb. Assels reported within lhis category olten have mnstraints that are imposed by
managemenl but can be removed or modified.

When both restdcted and unrcstricted rsources are available lor use, it is the Municipality's policy to
generally use restdcled resources firct, and then unrestricled rcsources as they are needed.

16) lnteiund and intncnw tnns&tiot16j

The Municipality has the following types ol transactions among funds:

a. TransteB - Represent flows of assets (permanenl reallocalion ol financial resources among
govemmental funds) without equivalent flows ol assels in relum and without a requirement
for repayment. lnter-fund translers are reponed when inotned as olher financing sources

firansfers{ut) in the govemmental fund making tnanslen and as other financing sources

Oranslem{ut) in the govemmental fund receiving transfers.

b. lntra-Entily Tnnndions - Represent amounts provided wih a requirement for repayment,

which are recorded as 'due from" in the lender govemmenhl fund and 'due to' in the
bonower govemmental tund. For amounls not expected to be collected within a reasonable
period of time, inter-fund receivables/payables are reduced to the eslimated realizable value
and the amount that is not expected to be repaid is reported as an operating transler from
lhe govemmenhl lund that made the loan.

ln the GFFS, inter-fund activity has not been eliminaled, as permilted by USGMP.

17) Ammling lor Pension Cnsts aN Post-Enployment Benetits:

On July 1, 2007, the Munioipality adopted the provisions of GASB Statement No. 50, Pens,bn
Asclaures (GASB No. 50), which amended GASB No.27, A@unting lor Pensions by gate and
Lcr,al Govemment Enployen (GASB No. 27) by requiring disclosure of how the contractually
required contribution raie is determined by govemments participating in multi-employer cost-sharing
pension plans.

The Munhipality accutnts for pension costs from the stan@int of a participant in a multipleemployer
clst-sharing plan. Accodingly, pension costs recognized in the accornpanying basic financial
statements are Eual lo the staMorily reguired contdbutions, wilh a liability recorded lor any unpaid
required contributions.

For the purpose of applying the requirements of GASB No. 27, the shte government ol the
Govemment of Pue o Rico is considered to be the sponsor ol the Employees' Retirement System of
the Govemmenl ol Puerto Rbo and lts lnstrumenlalities (the System') and System 2000, a multi-
employer cost-shadng defined benefit pension plan and a hybrid defned contribution plan,
respectively, in which the employees of the Municipality participate. The Municipality is mnsidered a
participant, and not a sponsor, ol lhese retirement systems since the majodty of the panicipants in the
alorementioned pension trust funds are employees oI the Govemment of pueflo Bico and the basic
financial stalements of such retirement systems are part of the financial reporting entity ol the
Govemment of Puerlo Rico.
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18) Bisk financing

The Municipality canies commercial insuran@ to cover property and casualty, theft, torl claims and

other losses. lnsurance policies are negotiated by the Pueilo Rico Treasury Departmenl and costs

are allocated among all ihe muniripalities ol Puerto Rico. The Depa ment of Treasury_ pays th€

insurance premiumion behalf of the Municipality and then is reimbursed eac{r year ihrough monthly

equal payments made by the Municipality.

The Municipality cardes insurance coverage for death and bodily iniudes gused !Y automobile

accidents.'Thii insurance is obtained through the Automobile Accidents Compensation

Administration (AiqCA), a component unit ol the Commonweahh of Pueno Rico. This insurame is

compulsory lor all licensed vehicles used on public roads and highways in Pueilo Rico. The annual

premium ii $35 per licensed motor vehicle, which is paid directly to AACA.

The Municipality obtains wofters' mmpensation insurance coverage through the State lnsurance

Fund corporati6n (slFC), a component unit of the commonwealth ol Puerto Rico' This insurance

covers workers againsl inludes, disability or deatr because ol woft or employment-related accidenls,

or because ol illness suffered as a consequence of theil employment.

The Munhipalily obtains unemployment compensation, non{ccupalional disability, and drivers'

insurance coveiage for its employees through various insurance programs administered by the

commonwealth of Puerto Rico',s Depanment ol Labor and Human Resources (DOL). These

insurance programs cover wo*ers against unemployment and provide supplementary insurance

coverage lor i:mporary disability, or death because ol wok or employment-related accidents or

becausl of illness sultered as a consequence ol their employment. Unemployment compensation,

non-occupational disability and ddvers' insurance premiums are paid direc{ly to DOL on a cost

reimbursement basis.

The Municipality also obtains medical insurance coverage from several health insurance mmpanies

for its employees. Different heallh insurance coverage and premium oplions are negotiated each

year by the bepartment of Treasury on behalf of fire Municipality. The curent insurance policies

irave not been canceled or terminated at June 30, 2010. Premiums are paid on a monthly basis

direc,tly to the insurance company. ln the past three years, the Municipality has not settled claims

that exceeded insurance coverage.

Cosl of insurance atlocated to the Municipality for the fiscal year ended June 30, 2010 amounted to

approximately $9.5 million. The cunent insurance pdicies have nol been cancelled or teminated.

Wo*ers' compensation insurance covedng all municipal employees for the fiscal year ended June 30,

2010 amounted to approximalely $4.3 million.

lfl Aredcharges:

pursuanl to and delermined by an intemal cost allocation plan, certain coots initially bome by the

general fund are then billed as direct charges to olher funds of the Municipality. Revenues lrom these

iharges are accounted for in the govemment-wide Statement of Activities as general goremment and

in th; Statement of Revenues, Expenditures and Changes in Fund Balances (Deficit) as charges for

services in the general lund. The conesponding expenses appear as function/program costs in the

Statement of Activities.
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20) Use ol estimates:

The preparation ol financial statements in conlormity with USGMP requires management to make

estimates and assumplions thal affect the reported amounts of assets and liabilities and the
disdosure ol contingent assets and liabilities at the date ol the financial statements, and he reported
amounts of revenues and expenses during the reported period. Aclual results could differ frqn those
estimates.

21) R*hssifnations:

Various reclassifications have been made in the accompanying basic financial statements which

attect the comparability with he basic financial statements issued for previous fiscal years.

24 ftnure dqtion of a@untng prcnomcP./mefits:

The GASB has issued lhe following statements that have effec{ive dates alter June 30, 20 1 0:

a. GASB Statemenl No. 57, OPEB Measwenunb by Agent Employers aN agent Multiple
Enployerc Plarc (GASB 57). The requirements ol this Slatement are eflective tor lhe fiscal
year commencing on July l, 20.l0.

b. GASB Statemenl No. 59, Financral lnstrunents Omnibus (GASB 59). The requirements of
this Stalement are etlective for the fiscal year commencing on July l, 2010.

c. GASB Statemenl No. 60, Aocounling aN Financial Reponing for Service Conessbn
Amngements (GASB 60). The requiremenls of this Statement are elfective for the fiscal
year commencing on July l, 2011.

d GASB Statement No. 61, The Financial Repofting ftrl,ly (GASB 61). The requirements ol
this Slalement are effective lor the fiscal year commencing afrer June 15, 2012.

e. GASB Stalemenl No. 62, Coditication ot Awrnting and Financial Reponing Guidance
C,ontained in Pre-Novenber il, 1989 FASB and AICPA Prcnoun@menb (GASB 62). The
requirements ol lhis Stalement are efrective for the fiscal year commencing on July l, 2012.

The impe{ of hese stalements on he MunicipalMs basic financial statements has not yet been
determined.

Depcits

The Municipality's deposits at June 30, 2010 are composed of: (1)demand deposits in cornmercial banks and
(2) demand deposits in the Govemmenl Development Bank for Puedo Rico (GDB, fiscal agent).

The Munidpality follows the praclice ot pooling cash. At June 30, 2010, the pool cash account in commercial
banks had a balance of $82 million of which $37.8 million, $13.6 million, and $30.6 million have been recorded
in the general fund, the non-major capital proiect fun& and tre non-major special revenue funds, respectively.
The balance in the poobd cash account is available lo meet curent operaling requirements and any
unrestricted excess, il any, is generally invested in certificates ol deposit with commercial banks. Any
deficiency in the pooled cash account is assumed by tre general fund and covered through future budgelary
appropriations.

Under the hws and regulations of the Govemment of Pueno Rico, public funds deposited by the Municipality in
commercial banks must be fully collateralized ,or the amcunts deposited in excess of the lederal depository
insurance generally provided by the Federal Deposits lnsurance Coporation (FDIC). All secudties pledged as
collateral are held by agents designated by the Secretary of lhe Treasury of the Govemment ol Puerto Rbo,
but not in the Municipalitys name.
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Cash in fiscal agent in the debt service fund consists principally ot propetty and sales tax collec,tions amounting

to $52.8 million that are reslric,ted for the payment of the Municipality's debt service, as required by law. Cash

in fiscal agent ol $5.0 million in the general fund consists mainly ol contributions awarded by he Puerto Rico

Eleclric Power Authority ftat are restricted for the acquisition, construction and improvement of ce ain minor

infrastnrcture assets. iash with fiscal agent amounting to recorded in other g0vemmental funds lor $93.1

million consist principally ol unspent proceeds of bonds that are restricled tor the aquisition, construclion or

improvements of major capital facilities and other capital assets.

Cash in commercial banks in other govemmental funds, amounting to fi4.2 million, represents the balance ol

interest and non-interest bearing accounts restdcted to finance lhe operations ol variols federial and state

funded programs and a revdving loan prcgram. Restdcted cash in other govemmental funds. amounting to

$0,0 million represents mortgage escrow deposits, reserve for replacement and residual receipts deposited

with the mortgagee,

The Municipality follows the provisions GASB Statement No. 40 (GASB No. 40), Deposrt and lnvestment Bisk

Disclosure, an Amendment to GASB Stalemenl No. 3. Accordingly, the following is essential inlormation about

credit dsk, interest rate dsk, custodial credit risk, and foreign exchange exposure of deposits and investments

of the Municipality at June 30, 2010:

A. Credit nsk - This is the risk lhal an issuer or other counlerparty to an investment will not fulfill its

obligations. No investments in debt of equity securities were made dudng the fiscal year ended June

30, 2OlO. Therefore, the Municipality's management has concluded that the credit risk related to any

possible loos related to delaults by commercial banks on the Municipality's deposits and cen icates of

deposits is considered low at June 30, 2010.

B. tntercst mte tisk- This is the dsk that changes in interest rates of debt investments will adversely alfect

the lair value ol an investment. The Municipality manages its expmure to declines in fair values by: (1)

not including debt or equity investmenls in its investments porttolio at June 30, 2010, (2) limiting the

weighted average maturity of its investments in certificates ot deposit to periods of three monlhs or less

and 1S1 t<eeping most ol its banks deposits and certilicates ol deposit in interest beadng accounts

generating interesl at prevailing market rates. At June 30,2010, the interest rate risk associated with

iire Municipality's cash is considered low since there is no investment in ce illnles ol deposits, debt

securities or any lype of investnents that muld be atfected by changes in interesl rates.

C. Custodial credit nisk - ln the case ol deposits, this is the risk ttlat in the event of a bank failure, the

Municipalitfs deposits may nol be recovered. The Municipality has adopted, as ils custodial credit risk

policy, the'statement of unitorm tnvestnent Guidelines for the Municipalites ol the Garcmnent ol
pueio Ria, issued by the Govemment DeveloryEnt Bank tor Pueio Ri6p as promulgated by Law No.

i13 ol August g, 1905. Accordingly, the Municipality is only allowed to invest in obligations of the

Govemmeit of Pueno Rico, obligations ol the United States ol America, certificatB ol deposit,

commercial paper, bankers' accept,ances or in pools of obligations ol the municipalities of Pue o Rico,

which are minaged by GDB. At June 30, 2010, the Municipality has balarres deposited in commercial

banks amounting to $101.2 million wh'rch are insurcd by the Federal Deposil lnsurance Corporaiion

(FDIC) up to a maximum of $250,000. ln addilion, those public funds deposited in commercial banks

are fuily cdlateralized for the amounts deposited in excess of the lederal depository insurance. All

secudtiis pledged as collateral are held in the Municipality's name by the agents of the Secretary of

Treasury ol the Govemment ol Puerto Rico. Deposits ol GDB, amounting to $151.0 million ($154.5

million bank balance) are uninsured and uncollateralized. However, no losses related to delaults by

GDB on deposit transactions have been incuned by the Municipality thtough June 30, 2010. ll is

management's policy to only maintain deposits in banks affiliated to FDIC lo minimize the custodial
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credii risk, except tor GDB. Therefore, ttre Municipality's manag€ment has concluded lhat at Jure 30'

iOfO, tfr. custoOiat creOit risk associated with the Municipality's cash and cash equivalents and

certificates ol deposits are considered lo .

D. Foreign ex$mge nsr( - This is the risk that changes in exchange rates will adversely affocl the value

of an'investmerit or a deposit. Accordingly to the alorementioned investment guidelines, adopted by

tfr. Uunlrip.f,ty, the Munbipality is prevented irom investing in foreign seotrities or any oher types ol

investmenis tor wtrictr toreign ix6han9 dsk exposure may be significant. Accordingly' management

has concluded lhat the foreftn exchange ]isk related to the Munidpalit/s deposits is considered low al

June 30,2010.

Receivables

A. ProperlyTax

The Municipality is authodzed by Act No. 8l to impose and collect property taxes lrom any natural or legal

person thai, at ianuary 1 of eaih calendar year: (1) is en$ged in trade or business and is the owner of

iersonat oi reat property used in trade or business or (2) owns residential leal propefiy with a value in

excess of $ 15,000 (at 1957 malkel prices).

personal property laxes are self.assessed by taxpayers every year using the book value of.personal

property assets owned by the laxpayer at January 1 (lien; levy date) and Ieporting such taxable value

ihrougd a personal property tax retum filed on May 15 (due date and colleclion date) subsequent to the

asses-smenl date. The totil perrsonal property tax rate in lolce at June 30, 2010 was 8.53 percent (of

which taxpayes pay 8.33 percent and the remaining 0.20 percent is paid by he Depa menl ol Treasury,

as a subsidy).

Real property taxes are assessed every January 1 (lien; levy date) and are based on estimaled cunent

valuei oi thd property, deflated to 1957 market pdces. Real propelty taxes are due and collectible on

January I and July of every fiscal year. The tohl real propeny tax rale in torce at June 30, 2010 was 
.10.53

perceni 1d wnicn'tg.g3 percent is paid by taxpayers and the remaining 0.20 percent is also paid by the

Department of Treasury, as a subsitJy).

Besidential real property occllpied by its owner (not engaged in trade ot business) is exempt lrom property

laxes only on the first $15,000 of the assessed value (at 1957 malket prbes). For exempt amounts, lhe

Department ol Trcasury assumes the paymenl of the basic tax (4.00 percent and 6.00 percent for perconal

anil real property, respeclively), except for ploperty assessed for less than $,5fn (at 1957 market prbes),

lor which no payment is made by the Department ol Treasury.

lncluded within the total personal and real property lax rates, there is a portion of the lax rate in lhe amount

ol 3.50 percenl that is restricted lor the Municipality's debt service requirements on bonds. Such amounts

are recorded in the Municipality's debt servi:e fund.

On July 10,2009, the Legislature ot the Commonwealth of Puerto Rirn approved Law No. 37 tor the

pupose, among others, to: (1) increase the real properly assessed value by len times; (2) decrease the

real property tax rate by ten times; and (3) increase the exempt portion ol rcal propelty hx trom the tirst

$15,000 ol the assessed value to $150,000. These provisions are elfective only for fiscalyears 2010,2011

and2012.

The composition of propeny taxes receivable is as lollows at June 30, 2010:
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Tobl
-Slmp5op6s

(58,720,392)

General
Fund

$ 78,497,043

Debt
$eryice

Fund
-524,.5$^B[

Property tax receivable

Less: allowance lor doubtful

accounts

Net property taxes receivable

llunicipal license Tar

(58,720,392)

$ 19,26,651 $ 24,553,822

The Municipality imposes a municipal license tax on all busineses that operate within the Municipality,

which are not iotally or partially exempt from he tax puEuanl to the lndustrial lncentives Acts of the

Govemment of Puerto Rico. This is a self-assessed tax based on the business volume in gross sales as

shown in the tax retum that is due five wo*ing days aftel &ril 15 ol each year. Entities with sales volume

ol 93 million or more musl include audited financial statemenls logethel with the tax retum. During the

fiscal year ended June 30, 2010, the tax rates were as follows:

o Financial business - 1.sff/o ol gross revenues

. Other organizations - 0.2trh lor annual revenues up to $1,000,000, and 0.50% over such

volume.

This tax is due in two equal installments on July 15 and January 15 of each fiscal year. A discount ol 5%

is allowed when full paymenl is made on or before five wofting days after Apdl 15. Municipal license tax

receivable represents filed municipal license tax relums that were uncollected as ol June 30,2010.

Municipal license taxes collected prior to June 30, 2010 but pertaining to the nexl fiscal year are recorded

as deferred levenues.

Sales Tax

The Municipality imposes a sales and usage lax within the lerdtorial limits ol the Municipality pursuant to

the lntemat Revenue Code of the Govemment of Pueflo Rico. This is a self-assessed tax consisting ol

one and a half percent (1.506) on the sale prioe of a taxable item or on the purchase price ol all usage,

slorage or consumption of a taxable item. lt is cdlected monthly in a tax retum that is due twenty calendar

days after the end ol each month.

A portion ol the sales tax amounling 0.2% is restric'ted for the payment of long'tem debt and is recorded

in the debt service fund. The remaining porlion ol 1.3% is rccorded in the general fund since is available

lor general operaling purposes.

Sale tax receivable represents sales tax levied lhat were collected subsequent to June 30, 2010' but

pertaining to cu(enl year Pedod.

Construction excise tax

The Municipality imposes and collects municipal construciion excise taxes to most natulal and legal

persons and any govemmental instrumentality that carry out activities related to construction, expansion,

maior repairs, ieiocalions, alterations and olher types ol permanenl improvemenls to residential,

commercial and industrial buildings and structures within the territorial area ol the Municipality. The tax is

also applir:able to intrastructure projects, the installation of machinery, equipment and fixtures, and other

types of construction-related activities.

The conslruction excise tax generally is a self-assessed tax imposed at a five pelcent (5%) over the cost ot

the project, net of cerlain exemptions such as the cosis associated with the acquisition of land, project
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design and other engineering lees, licenses and pemits, legal and accounting lees, and most marketing
and advertising costs. The tax is paid by the taxpayer at the beginning ol the proiect.

All single-family residenlial custruction projects not related to housing development projecls,
condominiums, or any similar prolects, are exempt trom construction excise taxes lor lhe first $100,000 ol
the poiect construction costs. ln addition, all singlefamily residential improvement proiects are exempt
,rom constnJction excise taxes for the finst $25,000 of the project improvement cosb. All projects carried
out on buildings and structures classified as historical treasures by the Puerto Bico Planning Board have
an exemption of 3.75 percent (3.75ol") in the tax rate applicable to construction excise taxes.

Construction excise lax receivable represents taxes that were collecled subsequent lo June 30, 2010, but
pertaining to cunent year pedod.

E. lnlergovemmenblBeceivables

The cunposition ol intergovemmental receivables in the general lund al June 30, 2010 is:

Description Amount

Pueflo Rico Electrkxl Power Authority (PREPA)

Slate and Local intergovemmental grants and contributions
Total interg,ovemmental receivables

$498,694
354,016

--Sssa?io

Amounts due from the PHEPA represents he net receivable from the excess ol contributions in lieu ol
taxes ot $27,191,858 charged by the Municipality over the actual electric power consumption
expense/expenditure ol $26,693,164 charged by PREPA tor the fiscal year ended June 30, 2010.

lntergovemmental receivables in other govemmental tunds represent principally uncollected
reimbuBements of expenditures incuned through the assignmenl of grants and contributions from the
tederal and local govemments.

Following is a detail of lhe intergovemmental receivables in other go\remmenlal funds at June 30, 2010:

t escriptlon

Communily Seruilrs Block Grant

HIV Emergenry Reliet Formula Granl

Head Stan

WorKorce lnvestment Act

Community Development Block Grant

HUD Home lnvestment Ornerchip

Supportive Housing Program

Risk Reduction

Housing Oppodunities lor Persons with AIDS

Childhood lmmunization Grant

Cancer Control

Emergency Shelter Grant

Gang Resistance Education & Training

Others
Total

$ 4,020,s10

2,750,028

2,367,605

2,243,Affi

1,348,694

892,496

679,564

538,897

488,249

351,032

325,802

257,923

104,665

3,967,238

-46-



lilUNlClPALlTY OF SAl,l JUAN,

CAPITAL CTil OF PUERTO RICO

BASIC FINANCIAL STATETENTS
For the Fiscal Year Ended June 30, 2010

Total

$ 6,579,193
880,016
n9,265

F. Other

Other accounls receivable as ol June 30, 2010, net ol allowance for doubtful account of $'1,46t1,058, are

as follows:

Oher
Govemmenlal

Funds

Medical Plans

Rent
Other
Total other receivables

Receivable Fund

General

Other Govemmenlal Funds

Total

General
Fund

-$6s?eJe3

880,016
206,021

$7,665,230

Loans Recaivable

Loans at June gO, 2010 consist ol the outstanding balance ol credit facilities granted to private small business

net of allowance for loan losses of $345,571. The majority of these loans are collateralized or guaranteed by

either first, second and third mortgage notes on real estate and/or chattel moltgage over machinery and

equipment.

lnterlund Transactions

lnlerfund receivables and payables al June 30, 2010 ate summarized as follows:

A. Due lrom^o other fund

Pavable Fund

Debt Ohet
Service Govemmental
Fund Funds Tofal

$5,268,835 $ 43,480,880

1,155,631

$5,260,835 g 44,636,511

$48,749,715

1,155,631

1) hbtseMi@Fud:

Act. No. 64 o{ 1996, as amended, authorized municipalities to withdraw from the debt serv'lce fund

the excess ol cash arising lrom the ad valorem laxes over the actual debt selice requirements ol

bonds. As ol June 30 20i0, trere were approximately $5.3 million of such excess ol cash recorded

as due from othel funds in ihe general fund.

2) Other Govemmental FuNs:

The Municipality handles all disbunsements through the general fund bank accounts, except for

certain disbursements of other govemmental funds which are handled through GDB bank acctunts'

Accordingly, the outstanding bahnces between funds resulted mainly trom the time lag between. the

dates tha il) interlund goods and service are provided or reimbursable expenditures ocqrr, and (2)

payments between lunds are made.

Transfers in (out)

Dudng the fiscal year ended June 30,2010, the Municipality made routinary transleB of approximalely

$6.+ mittion from the general fund lo other govemmental funds to finance as subsidies certain federal

programs.
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7. CapltalAssots

Capihl assets are primarily funded throrgh the issuance of long-tem bonds and notes. Capital assets activity

for the fiscal year ended June 30, 2010 was as follows:

BASIC FINANCIAL STATEIENTS
For lhe Fiscal Year Ended June 30, 2010

Jdy 1,2fl8 B.dsificdion Aldlionr AdiurtrHb Jrm 30, mlo .

$ 93,124,552 $ $ 4,130,@0 $ $ 97554,632

224,55 224,

165,199,802 r,809,900 2,961,01t 169,970,713

216,135252 1,545,375 14,335,180 - 232,01s,807

2,987,389 3,380,@8 (1,9r,600) 79,109,827

3,825,426 3,W1ffi

Relismenb

rnd BalaEe

$213,m (29,196,481) 4,751,59E 28,769,020

Tohlcapihlasseb ml being deFEcstsd 118,862,&0 (29,196,481) 8,8E1,678 - 128,548,017

Capihl asseE, b€iE d@(€&bd:

.

BuildiEs ard buildim imlwerpnb 372,W,189 253112f6 '18,969,t3 417,793268

C€pihl asset, not being depre*bd:

Land

Worlc ot ad

Conshrclion in troor€ss

Sib hprorcmnb

lnftastucture

EqupnEnt and v$iios

lnbngbh

Toblcapihlaseb beng &p.siabd 806,130,358 29,196,481 39,645,802 0,957,m0) 900,015,011

Les6 acumuhbd dopredalbn tor

Bufrir$ and buuiu hpo'/errEnts (140,070,329) (11,783,552) (151,853,881)

Sib hplo/€rrEnb (82,831,0/4 (8,@E,082) (90,&59,159)

rnfrasfiEtuB (51,861138) (8,711,@3) (60,s75,331)

EquixrEnt ard vdrires (69507,793) Q.,1W211 1,95r,600 t/0,018,410)

lnbrsle (3,142,884 G82539) (3,825,426)

Tohlamnrdated deprcoalion (317,713,321) (3{,106,483} 1,9t,600 (380,162204

Tohlcsp alasseb bei{ d€Fqiabd, net 488,417,031 n,196,481 5,239,319 WW,$4

Go/eyrxrEnhl adiv ils capihlasseb, nel $ 637219,851 $ $ 14,120,997 $ $ 661,400,851
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Amount

Depreciatior expense was charged to functions/programs of the Municipality as follows:

Governmenlal activities:

General gwemment

Public safety

Public works

Culture and recrealion

Heallh and weltare

Uban development

Economic development

Education

Total depreciation expense - govemmental activilies

Accounts Pavable and Accrued Liabilities

Accounts payable and accrued liabilities at June 30, 2010 are summadzed as follows:

Olher
Govemmental

Funds

Accounts payable

Accrued liabilities

Total

$ 25,372,661

1,&t3,070

lnterqoYemmntal Pavables

lntergovemmental payables at June 30, 2010 are summalized as follows:

Oher
Govemmental

Funds-s-

$ 3,679,723

1,427,941

1,725,117

7,659,004

4,82r,058

8,714,311

5,330,413

1,048,916

General
Fund

Ee$4"608

General
Fund

-$2346s?e

653,991

868,444

$3,869,114

Total
-S-6spo?p2e

1,8f,',070

$ 66,840,399

Puerto Rico Employees Retiremenl System

Pueilo Rico Aqueduct and Serrrel Authority

Other

Total

21,873

Total

$ 2,346,679
675,864

1,347,549479.105

500,978 $ 4,370,092

Delened Revenues

A. llunicipal License Tax

The defened revenues ol approximately $117.1 million in the general fund at June 30, 2010 relate to

municipal license tax collecled in fiscal year 2010 that will be eamed in fiscal year 201 I'
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B. FederalGovemment

The delened revenues presenled in olher go/emmental funds represent the portion ol federal grants

receivd lor which qualilying expenditures have not been incuned. Defened revenues ftom the federal

govemmenl are as follows:

Prosram thscriilion Amounl

11.

Recovery Beinvesfnent Act

Sec'tion 8 Housing Chctice Vouchers

Child and Adult Care Food Program

Departmenl ol Treasury Equitable Shadng

Depanment of Justioe EquitaHe Shadng

Others
Total

Lono-Term Debt

Long-term liatility activity for ihe year ended June 30, 2010, was as follouts:

Pay'tlrnts
ol

]r€dlEtiing

$ 5,633,s21

1,875,531

87'1,531

572,U9

246,107

1 , t30,091

$10,329,€0

Dlr W0!h
Ooe Year

Eonoling3
S.glnnlq or
B.hrlc€ AddltioG

Endlng
B&nce

Bonds paysbh

l orEage pe}able

Nobs payablg

Copennbd absences

Net p*ion lhbility

Oahs ali iudglEnb
La lfilldlgalion
0016r hbiilios

Total

$384,158,m0 $3,035,0m
1,189,969

2 ,780,69r
42,699,10r 11298,576

n,170,676
5,m,0m 1,611863

18,s0,00
8,959213 6,s90,707

$(36,557,m)
(3r3,64)

(1335s,6/s)
(5,09sJ18)

(30,073,194

0,01r,863)
(s,m0)

0,w,9m

$110,65,m
4,176,9$

2r7,545,016

18,901,959

47,091,179

6,rm,om
18,m,m
14,321,943

$38,488,0m
340,736

14,005,€6

4,m0,0m
25,386,618

1,m0,0m
9m,m0

3,e7 pn

$z2,ar/,650 $82,95,1 46 $(88,810,794) $766,71?,@ $7 ,74f.767

Historically, the general fund has been used to liquidate long-tem liabilities other than debt (i.e. compensated
absences, obligations under capital leases, claims and judgments and olher liabilities).

A Legal Debt ilargin

The Municipality is subject to a legal debt margin requirement, which is equal to lelo ol the tolal
assessmenl ol property located whhin the Municipality plus the balance of the special ad valorem taxes in

the debi service fund. ln additjon, before any new bonds are issued, he revenues ol ttre debt service fund
should be sulficient to cover the proiec{ed debt service requirement. Total property assessed value at June
30, 2010 amounted to approximately $27.7 billion. Long-term debt, except lor the bonds payable,
mortgage payable and certain notes payable, is paid with unrestricrted funds.

B. Bonds Payable

The Municipality issues general obligation bonds mainly to provide funds lor the acquisilion and
construction ot ma.ior capital facilities. Dudng fiscal year 2010, the Municipality issued bonds lor
approximately $63 million.
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Bonds payable outstanding at June 30, 2010 are as follows:

BASIC FII'IANCIAL STATEIiI ETITS

For the Fiscal Year Ended June 30, 2010

Outstanding
Amount

$ 27,845,000

'10,955,000

9,330,000

13,170,000

s,350,000

16,025,000

4,355,000

19,0r5,000

4,495,000

L
of the eady retirement

terminition benefit with an original amounl of $28.3 million due in annual

installments ot $415,000 to $2,365,000, through July l, 2034; with interest

ranging from 4.8% to 7.5%

2010 general obtigation bonds lor the construction and improvemenls of

variout capital assets wilh an original amount of $11.2 million due in annual

installments ol $255,000 lo $1,025,000, throrgh July 1,2029; with interesl

ranging from 4.8olo to 7.5olo

2Ol0 general obligation bonds lor the construction and improvements of

vadouC capilal assets with an original amounl of $10.1 million due in annual

installmenls ol $725,0@ to $1,340,000, through July 1,2019; with interest

ranging from 5.0% to 7.5%

2OlO general obligation bonds for the acluisition, construction and

improvements ot vadous capital assets wittr an original amounl of $13.5

miilion due in annual installments of $340,000 to $1,260,000, thro{tgh July 1'

2028; with interest ranging from 4.8% to 7.5%

20Og general obligation bonds lor the acquisfion of vadous capital assets with

an original amounl of $7.0 million due in annual installments ol $800,000 to

$1,230,000, through July l, 2015; with interest ranging from 4.75ok lo7.5o/o

2009 general obligation bonds for the construclion and improvements of

variouC capital assets with an original amount of $16.9 million due in annual

installments of $430,000 to $1,585,000, through July 1,2027; with interest

ranging from 4.75% to 7.5olo

2008 general obligation bonds for the construc{ion and improvements of

various capital asriets with an original amount ol $4.7 million due in annual

installments of $175,000 to $500,000, through July 1, 2023; with interest

ranging lrom 2.43% to 7.5olo

2008 general obligation bonds lor lhe second payment ol the eady retiremenl

lermination benefit with an original amount ol $20.0 million due in annual

installments of $305,000 to $1,635,000, through July 1,2032; with interest

ranging lrom 3.93o/o to 7.25%

2008 general obligation bonds for the conslruclion and improvements ol
various capital assets wilh an original amount ol $4.7 million due in annual

installments of $70,m0 to $390,000, through July 1, 2032; with interest

ranging from 3.93o/o to 7.25%
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BASIC FINAI{CIAL STAIEIIENTS
For the Fiscal Year Ended June 30, 2010

Outsbndlng
Amount

6,845,000

12,370,000

20,996,000

365,000

1,590,000

15,890,000

1,980,000

15,055,000

6,725,000

17,110,000

2008 general obligation bonds lor the aquisition ol various capilal assets with

an odginal amount of $10.9 million due in annual installmenb of $1'245'000 to

$l ,900,000, through July I , 2014; with interest ranging trom 3.931o lo7 .25o/.

2007 general obligtion bonds tor lhe conslruction and implovemenis of

vadoui capital assets with an odginal amount of $13.8 millbn due in annual

installments of $320,000 to $1,260,000, through July l, 2026; with interest

ranging lrom 6.50o/o lo 7.50%

2007 general obligation bonds lor the fiIst payment ol the early retirement

termination benefil with an odginal amount of $22.6 million due in annual

inslallments of $357,000 to $1,812,000, throrgh July l, 2031; with interest

ranging from 6.60% to 7.00o/o

2007 general obligation bonds lor the acquisition of vadous capital assets with

an odginal amount of $1.6 million due in annual installments of $270,000 lo

$365,000, through July 1, 2011; with interest ranging lrom 6.8tr/o to 7.5095

2006 general obligation bonds for the acluisition ol various capitalassets wiul

an odginal amount of $7.0 million due in annual installments of $1,215,000 to

$1 ,590,0@, throrgh July 1 , 201 1 ; with interest ranging from 7 .Wo lo7 .trh

2OO5 general obligation bonds tor the construction and improvemenb of

vadous capital assels with an odginal amount o, $18.6 million due in annual

installments ot $480,000 to $1,585,000, thlough July 1,2025; with inlerest

ranging from 4.23% to 5.31%

2005 general obligation bonds for the aquisition ol various capital assets with

an original amount ol $6.0 million due in annual installments of $720,000 to

$1,020,000, lhrough July 1, 2012; with interesl ranging from 4.23ohlo 4.73ok

2004 general obligation bonds for the clnstruction and improvements of

various capital assets with an original amount of $18.9 million due in annual

installments of $570,000 lo $1,450,000, through July 1,2024; with interest

ranging frcm 4.17"6 to 5.28olo

2OO4 general obligation bonds lor the custruction and improvements of

vadous capital assets with an original amount of $10.1 million due in annual

inslallments o{ $500,000 to $870,000, through July 1, 2019; with interest

ranging lrom 3.28% lo 4.8ff/o

2004 general obligation bonds for the construction and improvements of

various capital assels wilh an original amount ol $222 million due in annual

installments of $815,000 to $1,130,000, through July 1,2027; with interest

ranging from 2.76olo to 5.31olo
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BASIC FINANCIAL STATEtrEilTS
For the Fiscal Year Ended June 30, 2010

Oulstanding
Amount

9,745,000

46,080,000

3,320,000

1 1,635,000

37,580,000

20,370,000

31,905,m0

26,725,000

10,980,000

DescdPtion

varioui capital assiis with an original amount of $12.8 million due in annual

installments of $415,000 to $620,000, through July l, 2028; with interest

ranging from 1.61% to 4.00%

2001 serial bonds for the construction and improvemenls ol various capital

assels with an oliginal amolnt of $55.6 million due in annual inshllments ol

$760,000 to $4,825,000, lhrough July 1, 2026; with interest ranging fmm

2.7f/.lo 5.601"

2001 serial bonds lor the acquisition of various capital assets with an odginal

amount of $10.2 million due in annual installments of $475,000 to $l'195'000'
through July 1, 2013; with interest ranging from 2.70% lo 6.13%

2O0O serial bonds for the construction and improvemenls ol various capital

with an original amount of $25.4 million due in annual installments ol $970,000

to $2,680,m0, through July 1, 2015; wilh interest ranging tuon 2.70o/o lo

7.811o

1999 general obligations bonds lor the construc{ion and improvements of

varioua capital assets with an original amount ol $65.0 million due in annual

insrallmenls ol $1,740,000 to $5,885,000, through July 1, 2018; with inlered

ranging lrom 4.8r/0 to 6.46010

1999 serial bonds lor the construction and implovements of vadous capital

assets with an original amounl of $70.7 million due in annual installments ol

$2,810,000 to $7,255,000, through July 1,2013; with interesl ranging trom

4.87ok lo 6.1loh

'1999 general obligalions bonds lor the construc,tion and improvements ol

varioui capital asseb wilh an odginal amount of $67.3 million due in annual

installments ol $1,980,000 to $6,260,000, through July 1, 2016; with intelest

ranging from 4.87/" to 6.34%

'1998 serial bonds for the construction and improvements ol various capital

assets with an odginal amount of $51.4 million due in annual inslallments ol

$1,190,000 to $4,695,000, lhrough July 1,2017; with interest ranging from

4.87ok lo 6.71o/o

1998 general obligalions bonds for the conslruction and improvemenE of

various capital assels with an original amounl of $18.3 million due in annual

installmenls ol $350,000 to $1,605,000, through July 1,2019; with interest

ranging from 4.8r/o to 6.71%
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Oubtanding
ArmuntDe.sc]iPtion

1996 sedal bslds lor the construction and imprwements ol various capihl

assets wilh an original amotnt ot $27.0 million due in annual installments ol

$S85,000 to $2,830,Cr00, through July 1,2011; with inlerest ranging from

4.70% to 6.630/o

Total

These bonds are payaHe from the special ad valorem ploperty hx ol two percent (3'50o/"), which is

restricted lor debt seruir:e and rehined by GDB lor such puryoaes.

Variable interest rates on sedal bonds are reviewed periodirxlly by GDB and are based on the fluctuation of

GDB's weighted averagp rate lor its commercial paper proggm. under this program, GDB issues

commerciaipaper: 0) il the taxable and ta(-exempt markets of lhe United States of America, (2) in the

Eurodollar ma*et, and (3) to corporations having tax exemptions under the Pue o Rico lndustrial lncenlives

Acts and, which qualify foi benefits provided by lhe fomer Section 936 ol the u.s. lntemal Revenue code.

According to seclions 103 and l/E to 150 of $e U.S. lnlemal Revenue Code and sections 1.148 to 1.150 of

the u.s. ireasury Regulation, the Municipality's he hx-exempt bonds are subiecl to fte arbitrage rebale

requirements. Ri .tun6 S0, 2010, the Munhipality had no fedeml atrilrage liability on bonds since interest

income eamed trom lhe inveslment of unspent bond proceeds were made in bank deposits that generate

yields lower than lhe rates apdicable to the debt service payments.

Annual debt service requirements to maturity for bonds payable are as follows:

Year ending
June 30,

2011

2012

2013

2014

2015

2016 - 2020

2021 -2025
2026 - 2030

2031 - 2034

Total

Pdncipal

$ 38,488,000

36,031,000

37,416,000

30,988,000

31,078,000

103,098,000

76,095,000

4],210,000

14,232,m0

2,830,000

$ 23,A7,2U
2.,462,W
20,947,693

18,838,208

fi,0n,983
60,139,849

u,7N,274
12,7W,2V

2,923,9n

$410,636,000 $213,341,s60

C. llortgagePayable

The mongage loan payable with an odginal amount of $7.0 million to the lederal govemment bears interesl

at 8.5% and is secured by the Federal Housing Administration and by a fiGt moltgage on rental property.

Pdncipal and interesl are payable lrom the proceeds of the rent collecled lrom the tenants. The Federal

govemmenl prorrides housing assistance payments to qualilied tenants to subsidize most of the monthly

rent. This housing proiecl is administered by a privale entity.
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Aggregate annual matudties of the mortgage payable are as tollows:

Yar ending
June 3{1,

20ll
2012

2013

2014

2015

2016 - 2019

Total

Notes Payable

BASTC Flt{At'lclAL sTATEll E}frs
the Fiscal Year Ended June 30, 2010

lntercstPdnclpal

$ 340,736

370,854

403,633

439,312

478,144

2.144,226

$ 341,96s

311 ,847

279,067

2$,390
204,560

358,997

$4,176,905 $1,739,826

During September 2002, the Municipality entered into a repayment agreement wilh the GDB and CRIM lo

repay-a OeUt ot $e2.4 million. The principal and interest payments ale due on July 'l of each year through

JJry i , 2032. The outstanding balance as of June 30, 2010 approximates $24.2 million. The repayment

agieement is payable in monihly installments of $168,685 from unreslrkted propelty tax revenues and

bears interest at a fixed interest rate ol 6.19/o.

Dudng November 2004, the Municipality issued a special obligtion refunding note with acommetci{-uqnt

lor ap-proximately $40 million to refinarce cedain notes payable to GDB. The note bears interest at gGday

London tntebarik Offedng Rate 1UBOR) plus 1.25% (4.50% at June 30, 2010) and is payable semi-

annually ranging lrom $.oo to $2.9 million, and matures at various dates through July l, 2029. The

out$anbing 6dince as of June 30, 2O1O approximales $35.0 million. This note will be repaid lrom

un restricted property tax revenues.

During May 2005, the Municipality issued a note payable to GDB lor approximately $17.3 million. The nole

is payatle-in annual installments ranging lrom $ 1.4 to $2.1 million through July 2014and bearsinterest.at

l.ilit wer 90-day LIBOR with a minimum ol 5% and maximum ol 12'h (s.Vh at June 30, 2010). The

outshnding balance as of June 30, 2010 approximates $7.9 million. The proceeds of the nole were used

principally io pay debt incuned in pdor years. This note will be repaid from unrestricted property tax

rcvenues.

During June 2006, the Municipality issued a note payable to GDB for $31 '4 million. The nole is payable in

annuil installments through July 2030 ranging trom $0.5 to $2.4 million and will bear interest at 90'day

LIBOR plus i,25 pereni (5.0% at June 30, 2010). The outstanding balance as ol June 30, 2010

approximates 928.3 million. The proceeds of the note were used principally to pay debt incurred in pdor

years. This nole will be repaid from unrestricled property tax revenues.

Dudng January 2008, the Municipality issued a special obligation note (soN-A) lol $36.1 million..The

SOru-l is paydUte in annual installments through July 2014 ranging from $5.1 to $7.0 million and will bear

interest at'9trday LIBOR plus 1.25 percent with a minimum ol 5olo and maximum ol 12% (5.0% at June 30,

2010). The proceeds of the SON-A were used principally to infrastnrture capital ouflays. The outstanding

balance as of June 30, 2O1O approximales $25.5 million. The SON-A will be repaid hrough sales tax

revenues pledge and account lor in the Municipality Redanption Fund.

During January 2008, the Municipality issued a special obligation note (SON-B) Ior $37.1 million- The

SON-B is payaUte in annual installments through July 2032 ranging lrom $.06 to $3.1 million and will bear

inlerest at gGday LIBOR plus 1 .25 percent with a minimum ot 5% and maximum ol l2olo (5.0% at June 30,

2010). The proceeds of the SON-B were used principally to the construclion ot vadous capital lacililies and

othei capitai asses. The outstanding balance as of June 30, 2010 approximates $35'7 million' The SoN-

B will be repaid through sales lax revenues pledge and account for in the Municipality Redemption Fund.
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The maturities ol notes payable are as follows:

Year ending
June 30,

n11
2012

2013

2014
2015

2016-2020
2021-2025
2026-2030

2031 -2032

Total

Principal

$ 14,005,436

14,83s,556
'15,751 ,355

16,660,174

8,0r6,371

47,786,108

50,101,551

40,714,765 10,322,529

9,623,700 1,391,145

$217.525.016 $126,027,694

BASIC F|IANCiAL STATEl,lEilrS
For the Fiscal Year Ended June 30, 2010

$ 11,154,100

12,N4,2U
11,093,23

10,115,e6
9,074,632

37,9&f,605

22,906,750

ln addition, the Municipality entered into a loan agreement with the US Department of Housing and Urban

;;;bd;i ;J.r i Vdri6t. Rate Note Guirantee pursuant lo Seclion 108 ol he Housing and

Co.r,i.ity Development AA ol 1974, as amended. The nde was issued lo finance the ftrlure acquisition

i,iJ .-.rr.tir' .f malor capital faciiitis, and allows bonowings up to a maximum ol $72,515'0Ct0. Ihe

Uo**inor have an otrtstanding balame of approfmately $60'9 millbn and are payable in .annual

inrt"ffr.iL i.nging trom $2.7 ti$6.3 million, mature at vadous daies thrcugh July 2022 and bear interest

"i 
OZy" o*r gOlO.V LIBOB (0.806 at June 30, 2010). This loan ag_reefient will be repaid fiom future grant

awards received lrom the Community Development Block Granls (CDBG) program'

F.

G.

Compensated Absences

The govemment-wide statement of net asseis irrcludes approximately $29.0 million, $16.4 million and $3.5

millio'n of accrued vacation benefits, accrued sick leave benefits and payroll related benefits, respectively'

representing the Municipal'rty's commitment to lund such costs from luture operalions.

Net Pension Liabillty

The amount reported as net pension liability of appoximately $47.1 million represents the amognt 9w9d 
by

the Munioipality lor the unfunded required pension contribution to the pension plan and the unfunded cost

Ior the eariy v&umary retirement telmination benefit descdbed in Notes 1 2 and 1 3, respectively' The net

pension lia6ifty has been recorded as a liability in govemmental aclivities in the acctmpanying Statement

ol Net Assets.

tandfill Obligation

State and federal laws and regulations require the Municipalily to place a final cover on the Municipalitfs

landfill site when it stops accepting waste and to perfom certain maintenance and moniluing functions al

the site lor 30 years after closure. ln December 2000, he Municipalit/s landfill facilities were closed.

Based on cunenl costs, the preliminary annual estimate of postclGure costs has been assessed to be

approximately $900,000 for a pedod of appoximalely 2I years. The balance ol postclosure cools ol $18

miition is reporteO in the statement ol net assets. Actual costs may be diflelent due to inflation, changes in

lechnology, or changes in laws and regulations.
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H. Other Liabillties

Other liabilities represenl a reserve ol $2.2 million lor possible claims arising lrom lederal cost

disallowances as a result ol prior audits ol federal financed program, $3.2 million in connection with a

proiect to establish a land intormation management system and $8.9 million in other miscellaneous

liabilities.

12. Pension Plan

Employees of the Municipality participate in the Employees' Retirement System oI lhe Govemment of Pue]to

nicb drO iS lnstrumenditiei'(the System'). The System is clst-shadng multi+mployer defined benefit

pension plan sponsored by the Govemment of Puerto Rico under the lerms ol Act No' 447 of 1951' as

.r"ndecj (Act i{o. aa1. iarticipation is mandatory for regular employees. The System _issues a publicly

available financial repon that includes its linancial statements and required supplementary information.

Members who have attained at least 55 years of age and have completed at least 25 years of creditable

service or members who have attained ai least 58 years ol age and have completed at least l0 years of

credilable service a]e enlilled to an annual benefit, payable monthly for life.

The amount of the annuity shall be 1.5% of the average salary, as defined, multiplied by the number ol years

ol creditable service up to ZO years, plus 2olo of the average salary, as defined, multiplied by the number ol

years of creditable seryice in eicess of 20 years. ln no case will the annuity be less lhan P00 per month.

pafticipants who have completed at least 30 yean ol creditable service are entitled to receive the Medt

Annuity. Participants who have not attained 55 yeas ol age will receive up to a maximum of 65% of the

average salary, as defined, or il they have attained 55 years ol age will receive up lo a maximum ol 75olo ol the

averale sataryf as delined. Disability retirement benefits are available to members for occupational and non'

occup-ational OlsaUitity up to a maximum benefit of 5ff6 ol the average salary, as defined. However, for non'

occupational disability, a member must have at least 10 yeas ol creditable servbe'

Act No. 1 ol lggo made certain amendments applicable to new participants lrining he System effective

April 1, 1990. These changes consist principally of the establishment of contributions at 8.275% ot their

monthly gross salary, an inciease in th€ retirement age to 65, a decrease in the annuity benefit.to 1.5olo of the

ar"ragl &|"ry, as defined, for all years of credihble service, a decrease in the maximum disability, and deatt

beneffo annuities lrom 50% io rt0% of average salary, as &fined, and the elimination ol the Merit Annuity lor

participants who have completed 30 years of creditable servbe.

The contribution requirements for boltr employees and employers are eshblished by law and are nol

actuarially determined. Employees are required to contribute 5.n5oh ot 8.275oh ol their monthly gross salary.

The Municipality is required by Act No. rl47 to contdbute 9.275olo ol its employees' gross salades.

On Seplember 24, 1999, an amendment to Act No.447, which created the System, was enacled with the

purpose of eslablishing a new pension program (System 2000). System 2000 became ellec,tive on January 1,

lOfiO. fmpOyees participating'in the cunent system as of December 31 , 1999, may elec,t either to stay in the

defined-beneft plan or transfer to the new program. Persons icining the gpvemment on or after January 1,

2000, will only be allowed to become members of System 2000.

System 2OO0 is a hybdd deftned contribution plan, also knorvn as a cash balance plan. Under this new plan,

there will be a pool ol pension assets, which will be invested by the System, together with hose ol the curent

delined-benefii plan. Benefits at retirement age will not be guaranteed by the Govemment of Puerto Rico. The

annuity will be based on a fomula which assumes that each year the employees' contribution (with a minimum

ol8.2i5L of the employees'salary up to a maximum ol 1006) will be invested in an accounl which will either:

(1) eam a fixed rate based on the twcyear Constant Maturity Treasury Nole, or (2) eam a rate equal to 75%

of the retum of the System's investment portfolio (nel of management lees), or (3) eam a combination ol both
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altematives. padicipants receive periodic account statements similar to those ol defined contribution plans

,to"ing thtit accrued balarres. Disabillty pensions aIe nol being granted under System 2000. The

employ-ers, contributions (9.275% ot the employees' salary) will be used to lund the cunent plan.

Syslem 2000 reduces the retirement age from 65 years to 60 years lor those employees who ioined he

curenl plan on or after April I , 1990'

The authority under which the funding policy and the obligations lo c,ontlibute to the System and System 2000

UV tnJ pfani, membe6, employers ind otlier contributing entities (i.e., state or municipal contributions)'. are

.lUO1it.O or ,.y be amenUeil by taw by the House of Hepresentatives, the Senate and the Govemor ot the

Govemment ol Puedo Rico.

FmdingPolicy

Contribution requirements are eslablished by law and are as tollows:

Tohl employee contributions lo the above-menlioned plans duling the year ended June 30, 2010 amounted to

aporoximatety $12.4 million. The Municipal'rly's conlributions during the years ended June 30,2010,2009 and

2bb8 amounied to approximately $.l4.3 million, $13.8 million, and $10.5 million, respectively. These amounts

represented tOez" ol ine requir;d contdbution lor the conesponding year. Additionally,the Muni{ipality paid

a[proximately g1.9 million in excess ol the required cont]ibution_ol the year due to changes made in the types

ahb amounti of benefits ottered by special laws and costs of lMng adiustnents, whbh led to a one'lime

recommended conldbution to fund the retroactive adiusme related to the changes'

Additional inlomation on the Syslem is provided in its financial statements lor he year ended June 30,2010,

a copy of which can be obtain;d from the Employees' Retirement System ol the Govemment of Puerto Rico

and its lnstrumentalities, PO Box,t2003, San Juan, PR 009{&2003.

AnnualPensidrCrpi

The Municipality's recommended conlribution, pension cost and decrease in net pensbn liability for the liscal

year ended June 30, 2010, are as follows:

Armunt

Municipality
Emdoyees:

Hired on or before March 31, 1990

Hired on or atter APril 1 , 1990

Annual required contdbution and pension cost

Employer contributions made

Decrease in net pension liability

Net pension liability, beginning ol year

Net pension liability, end of year

9.275olo of gross salary

5.25% ol gross salary up to $6,600

8.275'6 of gross salary over $6,600

8.27506 of gross salary

$ 14,324,097

(16,246,325)

(,9n,2281

3,844,455

$ 1,922,n7
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Net Pension
Uability

13. Eadv Betircment Plan

ln addition to the pension benefits described above, the Municipality otlered a voluntary early relirement

program (tre Program) in accordance to Municipal Resolution No. 41, Series 200G2007. This Program was

offered lo employees who cunently participate in the System and had completed 25 years of creditable

seruice. All eligible employees must have notified the Municipality on or before November 21 , 2006 of their

intention to retire on December 31, 2006. The retirees will receive the full benelit of 75olo of their average

salary, as descdbed in Nole 12 ol these financial statements. Nine hundred filty-four (954) employees elected

to panicipate in the Program.

The cost ol the Program was approximately $1 17.9 million which is the difference betwe€n the present value

ol the accelerated benefits ol lhe Program and the present value ol the benefits under the tems ol Act

No.447 of 1951. Under the accrual basis of accounling, a liability and expense of $117.9 million was

recognized on the statement ol net assels and stalement ol activities, respectively. Under the modified

accrual basis of accounting, the expenditure will be recognized, in the fund statements, when the liability is

expected to be liquidaled with expendable available linancial resources.

Also, the Municipality entered into an agreernent with the System to determine the Municipalitt's funding

requirements lor the cost ol the Program. The Municipality's annual funding requirements are:

Percenhge Actual
Annual Requircd PensionYea, ending

June 30,

2@7
2008

2009

2010

2011

2012

$ 26,984,049 2..50/o

17,598,293 15.070

0.010

24.V/.

20.e/.

18.50/6

$26,984,049 $
17,598,293 

-

28,157,269
' 23,464,391
- 2t,704,561

28,157,269

23,464,391

100.f/o $ 72,739,611 $ 45,168,952

The Municipality has made its required contdbution to the Program lor the year ended June 30, 2010.
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14. Fund Balance oefcil)

As ol June 30 2010, tund balance (deficit) is comprised of the following:

Ftrld b€ls'rc.t (defrcl0:

otur
D€USeflta Goctnfls{al

Furd Fm&
Ganoral

Fuld

l5mp.rlda!5:

Inranb., and fier assets

Lmrs receivable

BeltlcEd lor:

Generalsovefiffrn

tubh sabty

U6an de€loYirent

Debl sswice

Caplalpq b
Commltedl

General govemnE[n

Publc salety

Heah and welhre

Cu[uE, r€crestim ard educalirn

CaplalpoiS
Otler purposes

tharign d
Ttrllund bsbrcss l&id)

7,516,820 I

3af,12

$ 21,3S1

't 't ,379,12{

55,521

12.'r06.075

11,018p90

1251

165,612

63,7,15,016

g 7,541211

11,379,124

55,524

3&,12
'r2,'r 06,075

5,U.$n
1't,0't82s0

3,734,610

106,864

't85,331

1'1,v7

63,813,486

1,1n,117

3,733,Xtg

106,864

't9,689

1r 527

68I70

1,1n,717

131,369,714) (5,362,640) (39,732,351)

$ {is,4r8346) I zs,@4372 $ 93,132,676 $ 99,7182@:-:

Amount

15. ilet Assets

Net assets invested in capital assets, net ol related debt is comprised ol the lollowing:

Capital assets, net ol accumulated depreciation

Outstanding balance on capital related debt

Unexpended capital debt proceeds

Total invested in capital assels, net ol related debt

$ 651,400,851

(504,076,148)

105,016,755

$ 252,341,458

16. Risk llanaoement

The Risk Management Division of the Municipality is responsible of assuring that the Municipality's property is

properly insured. Annually, the Risk Management DMsion compiles the infomation ol all ptopefi owned and

its respective market value. After evaluating this information, the Risk Management Division submits the data

regarding the Municipality's properties to the Area ot Public lnsurance at the Department of the Treasury of the

Govemment of Puerto Rico who is responsible for purchasing all property and casualty insurance policies of all

municipalities. Setded daims have not exceeded commercial cwerage in any of he pasl lhree fiscal years.

The Municipality maintains a claims-made poliu"y sirrce Oclober 15, 1990 for the purpose ol providing

prolessional and patient care liability insurarce with liability limits of $300,000 lor eact medical incident and $2
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17.

million for aggregate incidents. The Municipality atso obtained tail insurance coverage for incidents incuned

but not reported plior to October 14, 1990.

Commitments

A. Operating teases

The Municipality leases real property, buildings, vehicles and equipment under various operating lease

agreemenls, which generally have tems of one year or less and are automatically renerrtred for the same

terms. Rental expenditures recorded in the general fund and in oher govemmental funds tor the year

ended June 30, 2010, amounted to approximately $6.6 million and $1 .6 million, respectively' Management

believes that lhe summary ol the future minimum renlal commitrnents under noncancelable real propeny

and equipment lease with tems exceeding one year is not matelial to the basic financial statements taken

as a whole.

B. Constructlon

The Municipality had commitmenls al June 30, 2OlO of approximately $74.6 million lor the construclion,

improvements, or renovation of several capital facilities and the capital assets.

C. Oher commitments

At June 30, 2010, the general fund had commilments ol approximately $19.7 million for execulory

purchases orderc or contracts that will be honored during the subsequent year. ln addition, lhe nonmajor

miscellaneous special revenue funds had a deficil of $4.1 million which will be cotered with future

budgetary appropriations of the general fund, if necessary.

Continoencies

A. Losses

The Municipality is defendant in vadous legal proceedings pertaining to matlers incidental to lhe

perlormance ol routine govemmental operations (including medical malpractbe claims to ihe Municipalitys
'Department 

of Health). under Public Act No. 104 ol June 25, 1955, as amended, persons are authodzed

to sue the Municipality only tor causes of actions set lorlh in said Ac{ to a maximum amount of $75,0@ or

$150,000 if it involves ac{ions for damages to more than one p€Ison or where a single inlured party is

entitled to several causes ol action. Under c€nain ckcumstances, as prodded in Public Acl No. I of

November 26, 1975, as amended, the Municipality may provide its officers and employees with legal

represenlation as well as assume the payment ol any judgment lhat may be entered againsl them. There is

no limitation on lhe payment ol such iudgments.

With respect to pending and threatened litigatiofl, tre Municipality has reported liabilities of approximately

$6.1 million at June 30, 2010, lor possible anticipaled unlavorable judgments. These amounls were

included in lhe financial stalements and represent lhe amounts estimated as probable liabililies, which may

require fulure available financial resources for its paymenl. Management belie\res that any unfavorable

oulcome in relation lo pending or threatened litigation would not be significant, if any.
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The changes in the reserye for claim and judgments for the last two fiscal years are as follows:

2010 2flt9

Balance as ol July 1 $ 5,500,000 $ 5'500,000

Add: Provision for claims and iudgments 1,611'863 1'760'475

Less: Payments ol claims and judgments (1 ,011,863) (1,760'475)

Balance as of June 30 $6,100,000 $ 5,500,000

It is management's opinion, based on tfre advice of legal counsel, that lhe potential daims against the

Municipdif not covered by insurance will not materially affect the financial position, results ol operations

and cash flows condition of tte Municipality.

The Munbipality panicipates in a number of federal financial assistance programs funded.by the Federal

Govemment. Expendiiures linanced by these programs are subject to financial and compliarre audits by

the appropriate giantor. The "Bepolts on C,onpliance and lntemal Control in lwrdance wilh Govemmert

eudiiig Sta4atds and the Requircments ot AilB CircularA-r&? for the liscal year ended June 30, 2009,

disdosfo several material instances ol noncompliance with applir:able laws and reguhtions and with

intemal accounting and administrative controls. lf expenditures are disallowed due to noncompliance with

grant programs regulations, the Municipality may be required to reimburse the grantor. Management

Selieves t-hat the Municipality will be able lo comply with the terms of conec'tive action plans thal may be

requested by the federal grantors. As described in Note 1, the accompanying Stalement ot Net Assets

inciudes a r|serye ol $2.2 million for possible federal cost disallorances related to questioned ccts and

claims lrom tederal and slate grantors.

B. Gains

The Municipality is a plaintiff in a number of lawsuits arising principally trom claims against the Govemmenl

of puerto iico ior alleged, among otheris, non compliance with cenain govemmenl-mandated transaclions

and other final settlements. Also, the Municipality is a plaintitl on several lawsuits fron claims against

taxpayers for alleged dillerences on computaiion of the municipal license hx and construction excise tax.

With respec{ to pending and threatened litigation, the Muniipality has not repoiled any receivables at June

30, 2010, for anticipated lavorable ludgments ol approximately $50'0 million' Ahhough this amounl was

not included in the financial slatemenls, the amount estimated as a probable receivable would represent

Iuture available financial resources lor expenditurcs.

It is management's opinion, based on the advice ol legal counsel, that the potential claims aginsl te
Govemment of Puerlo Rico and cerlain taxpayers will materially improve the linancial condition of the

Municipality.

19. Subsequent Events

0n July 23, 2010, fie Municipality approved a temination benefit lor a volunlary incentive.retiremenl program.

This te.rminalion benefit was nol available to all employees and they shall presenl Iesignation for retirement on

or before Augusl 13, 2010 with an efteclive date ol September 30, 2010. The teminalion benefit pemits to

receive a cash bonus ol $5,000.

0n September 1, 2010, the Municipality and the System enteled into a payment plan agreement amounling to

$21.8 million cover lor a one-lime recommended contribution to fund a retroaclive adjustment related to the

changes made in the types and amounts of benefits offered by special laws and costs o1 living adiustments.

The fayment plan agreement will due in monthly payments through 2015 and will not bear interest.
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During l{o,snber 2010, tre larnk{nlity irsued an anrlkipaibr nde fol an imo(IF bond d $55.1 milfon lot trc

,.Sr[id,;;;;rpit lisset ne irrconp boxt will be'dtre in annual imhllmsrt tuough 2006 and sifi bel
intercsta[ UBOR dr.E 3.5 PeEent.

Durino February 2011, t|€ ],lunirirality issued a line of d€dit d $100 million for tre quisitim, consftuclim

i i'ffi;;l;#ls-ol'*,bus cdiht irsser. rne [ne of c]Bdt will be due in fve (S)leac or less.if it b

"fi;#n*Sh 
[,, hsue d a #nancing bonrt. The line d crectt will bear intered at Plime Vadable flus 1.5

percent wih a minimum of 6 Percent.

EEEEEE
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ilUI{ICIPALITY OF SAN JUAN,

CAPIAL CTTY OF PUERTO RICO

RBIEI{UES:

Prcp€dy hxos

Muni*)al tc8nse bx

Sales bx

Consfircih a0d otEr localh)es

Laenses ard pemils

Charu€s lor s€oiEs

Fnesa hihitures

lnbled

hleeovsmllEnhl- local

OhEr

TobllBwftr€s

EIPE DflURES:

Cureri:

GensrslgorcmrEnt

Pubh safety

Pubk rotks

CultrB and rccreation

Healh and Y{6llare

Udan dewhpllEnl

Economic devskpmont

Educatixt

Toble)psdituBs

EXCESSOF BEVE UES OVER EXPEIIDITURES

Eplrlltlor ol Ufsfic.3:
Sormelrffi or3 ol ttEoulsa:

BUDGETARY COIIPARISON SCHEDULE - GENERAL R'T{D

For the Fiscal Year Ended June 30, 2010

Oigiml Flnd
Budosbd Amuntr

Actuel
Amountt

(Budgetary

Bsb)
(se t{ob 1l

t 173.645,6@

157,380,45t

45J8S,46

16,6$,611

'1,6'17,9/O

50/66,1r2

5,331574

2Jr9,Cl4

30,379,5r3

32,424,815

516.391 ,1 8il

13/.,7i,44

59,414,3r1

73t132f2

16,gip,$',|

201,568,536

5,@0,7(r

I,mo,875

'r0,681,0't2

t 2,542,t,16

v.rlarcG uth
Hnal Atdg€t -

PosiliYe

{t{Ggstve}

$ 15,167,536

8,380,15/

(5210,5s4)

(s,8$,3A)

1,138,910

2,694,002

581,5lil

(3,780,96)

468,319

23,4m,185

&|,016,184

(24,780310)

(2,909,515)

(33S,498)

e76, 71

1,5,l6,067

(262,671)

271,162

(3,512,136)

(30,174,ffi)

I 2,W,1$

$ 516,3S1,184

(28P60,m0)

i-ry-
t 513,81s,m8

(6,128,m)
18,713,814
(r 251,8m)
1,76/975

09,6s2347)

$ 5u),954,7i14

$158,478,66 $158178,66

149,m,0m 1$,000,0m

5'r ,000,m0 51 ,000,m0

26.5m,m 265m,m0

479,m 479,00

47 lnj10 q ,m,110

i1,750,0m 4,750,000

6,500,0m 6,500,0m

29,91'r,164 29,9',1',1,164

8,54,660 8,984,660

183,315,000 4$,rl5,00

1?2,520325 1G,956,6?

54,941592 56504,7S

70,7t,a0 73pn,lil
13,051,S0 16,656,564

mr 203,460 206,S4,68

3,9s2253 {,758,005

s,6583@ 9,352,(xrl

7289,73',t 6,908576

483,5I5,0m 483,9/5,m

i

Actualanounb 0udgehry bads) 'avak$lo lor apgoptblbn' lroo tE hldgeEy companson sd|€duL

Difior8rEos - hdgsl b USCIAAP:

TtE prcce€ds dm f€ isance ol bu-bm d€bt ate hd0ebry rosourEgs but are r€96!d€d as

Ohsr FnBncing Sources tor fmanci tEponing putposss

Tobl revsnEs as npotud m tl€ sbbmonl ol rclsftres, opsdiM€q and danges h fund bqhncas (d€fdl)

lrlslro0fr oU3 ol naoqcaa:
Adl8lanomb (budgebry bais) 'tobl dlaIE€s b apprcpdalions'rrom tE budgobly ofilpalison sdEdule

DifreEnces - budget b USGAAP:
Trandsls b of;r tunds ars ou orrs ot hdg€hry resoun8s hlt atB Irct EpelditurBs lor fnsn&l rBporlilg purpo€es

Prkr Far eoq,ItIances l€cold€d as cunsnt y€a, opendibBs fct USGMP basis

P x )sar €ncunbBncss wriUBn ol, d€ b sbtltoty limibtims
Sp€&l 0ersal tmd e4sdii.rrB
CwrBrt year€n(rlrtan(as rccodsd as oQ€oditurcs lor bdgsbry rurpoces

Tohl ep€ndifuGs as t€polbd on UE sbbtlEnt ot t€\,roues, €p€ndiuEs, snd changes in lud bah,tces (dgfio'0

The accoflpanyhg nobs b bt dgehry co.tpatison sdledule ate an iflbgtal pad ol fiis sdpdub.
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'L Stewardship. Comolhnce and Accountabilitv

A. Budgetaly Control

The Municipalit/s annual budget is prepared on the budgehry basis ol accounting, which is not in

accordarrce with USGMP, aM represents departmenlal appropriations recommended by the Mayor and

approved by the Municipal Legislature prior to the beginning of the fiscal year. Amendments to lhe budget

requke tre approval of the Municipal Legishture. Transfers of cenain appropriations wihin the budget,

kniytm as Mayo/s Executive Orders, do not requhe the approval ol tn Municipal Legislature. The

Municipality prepares its annual budget including the operations of he gneral fund.

For budgetary purposes, enclmbrarce accounting is used. The encumbrances (i.e., purchase orders,

clntrada) are considered ependitures when incuned. For USGMP r+ofling putposes, encumbrances

outstanding at year€nd are disclosed in the notes of the linancial statements as other significant

commitments and do nol constitute expenditures or liabilities because the commitments will be hmored

dudng the subsequent year. ln addition, under the budgehry basis ol accounting, revenues are recorded

when cash is received.

The unencumbered balance ol any appropdation at the end ol the fiscal year will lapse at lhe end of such

fiscal year. Other appropriations, mainly capihl proiect appropriations, are conlinuing aoounls for whic+l

the Municipal Legislature has authorized that an unspenl balance from the pdor year be canied loruad
and made available lor current spending.

The annual budget as presented in $e Budgetary Comparison Schedule - General Fund is the budgel

resolutions at June 30, 2010 represenling the original budget. There was one supplemental appropriation

for the year ended June 30, 2010.

EEEEEE
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FUilDS DESCRIffiO}'|S
As of June 30, 2010

SPECIAL REVET{UE FUI{DS:

Special Bevenue Funds are established to account tor and report the proceeds of specific revenue sources that are

restricted or commined to ependiture lor specific purposes other than debt services and capihl prciects.

Ihpartnent of Justice FunG - These funds account tor and repolt federal financial resources restdcted to

expenditures lor vadous homeland security and criminal justioe programs.

Depaftnent ol Labot Funds - These funds account for and reporl federal financial resour@s restricted to

expenditures related with lhe Worktorce lnvestment Act (WA).

Health & Human Servlces Funds - These funds account lor and repolt federal linancial resources restlicted to

expenditures lor various healfi seruices programs, Community Services Block Grants, Ryan White Acl and Head

Starl programs.

Housing and U6an Developmenl Funds - These funds accounl for and repo lederal financial resources restricted

to expenditures lo. variars hosing and urban development, rehabiliiation and assistance programs.

lndependent Capital Fund - This fund acocunt lor and report federal finarcial resources restric{ed to expenditures

for a revolving loan program to small private business for the development of economic and commercial aclivity

wilhin the limits of San Juan.

lliscellaneous Special Reyenue Fun& - These lunds accounl lor and report miscellaneous financial resources

restricted or commitled to ependitures by the Municipalily and subsidzed in part by Local, State and Federal

resources as well as miscellaneous sources.

Comunidad de Retiro - This lund accounts for and reports the financial position and operation of C,omunftrad de

Retiro. The Comunidad de Retiro Fund is included as pad ol other govemmental funds and accounts for the financial

position and operation of C,omunidad de Retiro (the "ProlecfJ. The Municipality lomed the Plolect lor he puDose ol

operating 356-unit housing prc{ect for the eldedy and/or handicapped. The Proiecl is operated under Seclion 231 of

the National Housing Act, as amended, and regulated by the U.S. Depanmenl of Hansing and Urban Devslopment

as to rent charges and operating methods. Legal litle of he Ploiect is held by the Municipality. Separale fnarrcial

statemenls of this individual fund can be obhined trom the Proiect's administrative dfice:

Condominio Centro de Allamira

Paseo 501 Street, Suite 210

Ufuanizaci6n Altamira

San Juan, Pueno Rico 00920

CAPITAL PBOJECT RJNDS:

Capital Proiec,ts Funds are established to account tor and report financial resources that are restdc{ed or committed

to expenditure for capital oudays, including the acquisition or constnrtion of major capihl facililies and other capital

assets.

Joint Besolution Funds - These lunds account for and report resources received by the Govemment of Puerto

Rico restdcted for the conslruction o, capital assets and infrastructure.
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Citizen Palticipation Funds - These lunds account for and reporl resources received by the CRIM restricted to

expenditures lor citizen's organizations for the construction or improvements ol capital assels on their communities.

Various Bond lssue Funds - These funds accounl lor ard report resources lrom vadous bond issues before 2008

committed to expenditures for lhe conslruclion or acquisition ol maior capilal hcilities and other capital assets.

2m8 Botd lssue Fundg - These lunds account ,or and report resources lrom 2008 bond and special obligation

note issues ctlnmilted to expenditures for the conslrwlion or acquisilion ol malor capilal facilities and other capital

asseb.

2flt9 Bond lssue Funds - These lunds accounl lor and report resources from 2009 bond issues committed to

expenditures lor the construc{ion or acquisition of major capihl facilities and other capilal assets.

2010 Bond lssue Fun(i - These funds accounl lor and report resources from 2010 bond issues committed to

expenditures lor the conslruc{ion or acquisition of major capihl lacilities and other capital assets,

Loan Guarantee Fund - This fund accounls for and report resorrces trom the loan agreement with lhe US

Department ol Housing and Urban Development under a vadable rale nole guaranteed pursuant to Section 108 ot

the Housing and Community Development Act ol 1974, as amended, restric'ted lo expenditures lor the construciion

or acquisfion of major capital facilities and other capital assets.
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onmalor ilonmaiol
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RevenmFunds Funds

COTBIilIi{G BALANCE SHEET

NONIiIAJOB GOVERNIEilIAL FUNOS
As ol June 30, 2010

Totrl llonmalot
Govemmental

Funds

ASSEIS

Cash in mmmercid banks

Cash wih f6cal agent

Accounb rsceivable - inlergpvsmmental

Accounb receitable - oher

Loans receivable, net

Due from ofier lunds

lnvenhries

Real estate held lor sah

Resficted cash in commerchl banks

Tolal assets

uAsLmEs AilD FUND BAI-AI{CES (DEHCr)

Liabilitiss:

Accounb payable and accrued liabilities

lntergovemmenhl payables

Due lo ohor funds

Delered rev$ues

Tohl liabilities

Fund bahnces (deficit):

l,lonspendable

Restided

Committed

Unassigned

Total fund balanc€s

Total liabilities and fund bahnces

$ 30,646,609

1,709,000

20,336,169

573,093

11,379,124

141,427

24,394

175,nl

2,937,5n

__$__67,922,446_

$ 13,576,362

91,440,393

151

1,014,30t

18,600

$106,049,810

$ 44,222,971

93,149,393

20,&)6,169

573,244

11,379,124

1,155,631

24,394

175,201

2,956,129

$173,972,256

$ 25,372,661

500,978

r14,636,511

10,329,€0

80,&19,580

11,403,518

23,179,889

63,911,909

(5,362,810)

93,132,676

_$12194456_

$ 9,572,s42

485,978

29,011,353

10,329,430

49,399,303

$ 15,800,119

15,000

15,625,158

31,4&,2n

11,403,518

12,161,599

166,893

(5,208,864

18,523,1/13

$ 67,922.,46

11,018,290

63,745,016

(15s,23)

74,609,533

$106,049,810
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TIUNICIPAUTY OF SAil JUAN,
CAPTIAT CTTY OF PUERIO RICO

COTBIilII{G BALANCE SHEET
ilONilAJOR SPEC]AL REVE}IUE FUNDS

As of June 30, 2010

Department
ol Juslioe

Funds

Department
ot lrbor
Funds

Health &
Human

Services
Funds

Housing &
Urban

Development
Funds

ASSETS

Cash in commerchl banks

Cash wih liscal agont

Accounls receivable - intergovemmsnial

Accounts receivable - oher

Loans receivable, net

Due from oher funds

lnvenlories

Heal estate held lor sale

Restrict€d cash in commerchl banks

Total assets

UABILIIIES AND FUND BALAi{CES (DEECT)

Liabilities:

Accounts payable and accrusd liabilities

lntergovemmental payablos

Due to olher lunds

Delened revenues

Total liabilities

Fund balances (deficit):

Nonspendable

Resficled

Committed

Unassigned

Total lund balancss (deficit)

Total liabilities and tund bahnces (deficit)

24,394

$ 678,658 $ 3,316,r/4 $17,840,249 __$_l_qps2p65_

$ 202,726 $ 4,705,165

316,4A

6,767,536

6,051,100

17,W,249

24,394

(24,394)

$ 217,008

4U,918

1,198

37,534

$ 1,063,860

2,24f.,798

6,116

$ 6,217,551

11,506,9ff)

91,341

$ 11,082,750

4,706,760

262,555

475,9U

678,658

$1,022,913

't0,518
2,251,188

2,155

3,316,r/4

$ 2,127,476

129,012

11,714,4't9

2,08'1,158

16,052,065

$ 678,6q8 $,316,24 $17,840,249 $ 16,052,065
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lndependenl
CapiEl
Fund

bcellaneotr3
Sp€clal

Revenue
Fulds

ComunUad
do Reli.o

Tottl il,onmaior
Sfoclal

R€venuca
Funds

$ 8,m,082 $ 3,771,828

'1,709,000

1,'t52,730

n,7B86,203

11,379,124

103,793

175,nl

lM,977

2,937,529

$ 20,037,403 $ 6,954261 $ s,043,036

$ 1,021J39 $ 493,123

8,n8,210

1,717,79 1,u7

1 1,017,087 494,470

11,379,124

8,il58,279

$ 30,il6,m9

1,709,000

20,s|6,169

573,093

1 1,379,124

141,327

24,394

175,N1

2,937,5N

_$__67,922,446_

$ 9,572,542

48s,978

29,011,353

10,329,430

49,3S9,303

954,754

166,893

(5,184,473)

(4,062,826) 2,548,566

$ 6,954,261 $ 3,043,036

11,403,518

12,161,599

166,893

(s,208,864

18,523,143

_t___67_,922A45_

2,548,566

20,037,403

$20,m7,403
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I'UNICIPALTTY OF SAN JUAN,
CAP]IAL C]TY OF PUERTO RICO

ASSEIS

Cash in commercial banks

Cash vrith liscal agent

Accounh receivable - otEr

Due lmm other funds

Restdcted cash in commercial banks

Total assets

IJIIBLMES AIID FUND BALANCES

Uatililies:

Accounls payable and accru€d liabilities

lnlergovemmenlal payau€s

Due to other funds

Total liabilities

Fund balances (delicit):

Restrided

Commilted

Una*signed

Tolal fund balances (delicit)

Total liabililies and fund baiances (delicil)

CO|IBINING BALAI'ICE SHEET
NOI{ITAJOR CAPITAL PROJECT FUilDS

As of June 30,20i0

Joinl
Besoluuon

Furld8

$11,479,152

rs,6m

911,498,052

$ 1,16,731

15,000

2,&53,668

2,815,399

Citizsn
Padclpalion

Furdi

$ (749,814

599,371

Vadous
Bond lssla

Funds

$

32,978,18

al(l8
Bond la€l|e

Fund3

$

11,196,581

125,689

2,09
Bond lssus

Fundg

$

t4,l't5,055

$ (150,446) $34978,n9 $1,6?2.,n0 $ 14,11s,0s5

, ,y

3,327

$ 13,307,089

4,290,500

"soos"

$ 412569 I 486,151

6,117,m2

117,569 6,m3.353

8,682,653

8,682,653

$11.498.052

053,23)
(153,773)

$ {1s0,445)

15,32,660 11,204,701 7,511,702

15,37/,660

__!_!8,eq279_

11,M,701

$11,622,270

7,511,702

$ r4,r15,055
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2010
Bood l$ue

furai

- 2,3t15,61t7

29,650,953

Tobl ilolun{or
C+ld Piolcct

Fun b

11,018,2C)

63,7t5,016

ban
Guaralle

Fuld

l2,w,7n $ 13,5/6,362

- 91,4(},3S3

_ 15.1

28,9,214 1,014301

18,6m

$u,050,629 $3,135,971 $ 106,019,810

$ 338,918 $ 800,334 $ 15,EO,119

t5,0m

2,860,758 15,625,158

SJrrsro E0o3g1 31,4l{,2n

$

o*.*

-_ (153,73)

29,650,953 2,395,637 74,609,533

$32850,6A9 $,135,971 $ 106,049,810
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ITUI{ICIPAUTY OF SAN JUAN,
CAPITAL CTTY OF PUEBTO RICO

COITBII{IilG STATEITEIT OF REVENUES, EXPENDMJRES AND
CHANGES IN FUilD BALANCES

NONTAJOR GOVERilTIENTAL FUI{DS
For the Fiscal Year Ended June 30, 2010

REYEilUES:

Charges lor services

lntgresl

lnlsrgovemmental ledeBl

lntergovemmental local

Oher

Tolal revenues

EXPEI{DIIUBES:

Cursnt:

Gensral gpvemment

Public sarety

Public works

Culture and recrealion

Health and wetlare

Urban development

Economic development

Education

Capital outlays

Dobt sowice:

Principal

lntersst and o$er dErges

Total sxpenditurss

DEFIOEI{CY OF REVE]IUES OVER

EXPENUIURES

OTHER FII{ANCING SOURCES:

Transfer in

Proceeds from bonG issued

Tohl oher financing sources

NEI CHANGE IN FUI{O BALAI{CES

FUI{D BALAilCES, BEO]INII{G OF YEAR

FUND BALAiICES, E}ID OF YEAR

$ 2,115,82

1,142,359

124,904,559

798,442

114.%1,8'

9,397,022

1,408,403

713,S35

948,294

51,295,813

41,510,849

'r 
1 ,239,745

7,731,403

3,953,244

3,463,064

3,578,992

135,2q,7U

(6,279,527l,

6,428,030

4,533,326

166,656

'| ,143,859

821,618

899,872

2,023,553

71,W
1,506,492

42,2&,878

53,447,583

(51,847,968)

34,775,000

34,r/5,000

(17,072,968)

91,682,501

__$zfoeI33_

13,930,348

1,575,059

1,857,794

1,769,312

52,195,685

43,W,402

11,311,074

9,237,895

4$,2U,122

3,463,064

3,578,992

188,688,347

(58,1 27,495)

6,428,030

34,z/5,000

41,203,030

(16,924,46s)

1 10,057, t41

__9__!9J32,67q_

ilonmalol
Spechl

Rsvsnue
Funds

onmrlol
Capltd
ProFct
Funds

Tobl
Nonmalor

GoYCnrmental
Funds

$ 2,115,8r/

1,142,359

124,904,559

1,599,615

798,442

'1,593,615

1,599,615 130,560,852

6,428,030

1,4,503

18,374,&10

$18,523,143
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ilUilICIPAUTY OF SAN JUAN,

CAPIAL CTTY OF PUEBTO RICO

FEVENUES:

C't|a gEs tor seMc€€

lnterest

lnteqpwmmsntal Federal

tntergo\remmenlal Local

Oher

Total rcvenues

ETPEIIDIIUBES:

qrr€nt:

G€neral go/€mmenl

Puuic safety

Public $orks

CuhurB and ccr€ation

Heallh and v€llale

UOan der/elopment

Economic dewlopnent

Etucation

Cadtal outays

Debt ssryice:

Pdftrpat

lnlsG$ and oh€t chaEes

Total e)eendituEs

qcEss (rrEnclEl{cY) oF nEvEtluEs ovEB

(ur{rrER} ExPEilDmRES

OIHER FIiIA CITIG g)URCES:

Trarlslor in

Total olher financing sources

r{Er cfiAIGE ll{ FUIID BALANCES (DEHCfr)

FUi{D EALAI{CES (DEFICIII BEGllll{l]{G OF YEAR

R'ND BATAI{CES (DEEC[D, EI{D OF YEAR

COTIBIT{ING STATEIIEI{I OF BEVEI{UES' EXPEI{DITURES AND

CHANGES lN R t{D BAIANCES (DEFICIT)'

NONTAJOR SPECIAL REVENUE FUNDS

For the Fiscal Year Ended June 30' 2010

DpiltlEnt
o, JGtce

Funds

$

74

1,162,442

DGparhtettl
ol Ubol
Fun4s

$

10.133.312

]l€.llh &
Human

S€rvicea
Futd.

$

1,45't

47,1n,N1

HouEing &
Urtn

Dardopmil
Fuh

$
't 14

51,497,095

7tJ8,442

rrr$*

470,907

5r,267

w,702

916,510

2,2&,857

41,063,370

975,658

861,901

3,150,000

3,209,355

53,2{8.,527

1,162,516

12,663

971,911

'r 0,133,312

46,500

65,996

47,424,742

8,866,413

1E9,943

9,718,029

65,627

17,217

€,934,294

104,965 99,189

1,'162,516 10,133,312 5e890,696

72,C57

(5,/175,1541 (952,876)

5,475,154 952,876

5.475.rs4 952,876

(Contin'.'ed)

-!.--------- - --l-------:- --!----i- -l-------:-
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IIUNICIPAUW OF SAN JUAN,
CAPITAL C]rY OF PTJERTO RICO

COilBII{ING SIATEIIEII OF REVE}IUES, EXPENTXruRES AIID
cHAr.rGES rN FUND BALAilCES (DEHCIO -

NOi{IIAJOR SPECIAL REVET{UE FUI{DS

For the Fiscal Year Ended June 30, 2010

lliscallanaous
lndeFrdenl SpccH

Totd
l{onmaiol

REVE UES:

Charg€s for sewices

lnler€st

lnteEovemmentai Fedelal

Olher

Total rer/enues

EXPEIIDIIURES:

Curcnt:

G€floral govemment

Puuic safety

Public rrc*s

Cuhure and reccation

Health and u,ellare

Urban det/eloprnent

Economic dewlopment

Education

Capital oufiays

Debt seMce:

Principal

lnteEst and olher chargBs

Total oeendilures

EXCESS (rrEFrCrEr{CY} OF BEVE|UES oVEB

(UNDCR) EXPE DIURES

OI}IER FIMI{OIIG SOURCES:

Ttandsr in

Total other linancing sources

273,198 15,079,028 2,444,87 135,240,764

867,443 (390,s30) (328,410) 16,27s,5271

. 6,48,030
- 6,428,G0

NEr CHANGE rn Fl,t{D EALANCES (DEFIC{O 867,4,A (390,s30) (328,410) ',118,5(}

FUID BALAT{CES (DEHCID, BEGTN} I{G OF YEAR 19,169,960 (3,672,296} 2,876,976 18,374,640

R irD BALA CES (D€FrCIf), Et{D OF YEAn $20,037,103 $ (1,062,826) $ 2,s48,s66 s 18,523,113

Cqltd RevGnue Conunirad Spechl
Flrrd Furds &Rotim Reircnuc Funds

$$$2,11s,8r/$2,115,82
1,110,641 79 - 1,142,359

. 14,688,419 - 124,$4,s59

7*,42

1,140,641 14,688,498 2,115,8n 1?f.,p61,47

- 539 9,397,022

- 319,209 1,1@,100

- 405,23:l - 71 3,S5

- 31,78,1 918,294

- 3,209,425 - 51,29s,813

- 174,281 1,648,3i,7 1l,510,849

273,198 516,058 11,239,745

- 7,ffE.n6 7,731,43

- 2,72f.?n 1 r 3,249 3,953,244

313,064 3,463,064

369,637 3,578,992
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TIUilIC]PAUW OF SA}I JUAN,

CAPTTAL CTfl OF PUERTO RICO

RB/EIIUES:

lntergowmmenlal Local

Total rcwntas

EXPEIUTUNES:

Curent

General govemmsnl

Puuic safety

Public rvo s

CulluIE atd r€clBalion

Hsalth and v,elfare

Urban de\clopment

Ecoflornic development

Educalion

Capdal outlays

Tolal exPndilures

DEFIOEI{CY OF REVE{UES UNDER

EXPEI'lOlTURES

orHER FIiIA CI G SO,IBCES:

Pmceeds fmm bords issued

Tolal other linancing sources

COITBINING STATEITET{I OF REVEilUES, EXPENDMJRES AND

CHANGES lil RJilD BALANCES {DERCTD'
NONilAJOB CAPITAL PROJECTS R'iID8

For the Fiscal Year Ended June 30' 2010

Joint
blulion

Rxrds

$ 1,599,615

1,599,615

88

216,982

19't,724

71,870

1',*

3,103,757

3,927,359

nz,m

81,&53

373,889

62,5n

387,041

2,5n

12,038,8m

12,490,938

735,801

67,{2

es,355

613,516

21,175

13,955,852

15,679,394

Cilizs|r Various zXlS
Prdclpatbn Eondtsaue Eond lssu€

Fundr Furds Fullds

$s$

r{Er cflAflGE rt{ FUI{D EAI.A'{CES (DEFlCil) 12,327,7141

R t{D EALANCES (DEFlCtr} EEGINMI{G OF YEAn 11,010,397

t2.327.741t (373.889) (12,490,S18) (15,679,394)

(373,889) (12,490,988) (15,679,391)

m j16 z/,868,598 26,884,095

R'ND BALA CES (DEFICII} EITD OF YEAB s 8.682.653 3 fi53.73) $ 15,32,660 $11,204,701

(ContineO)
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IIUNICIPAUTY OF SAT{ JUAil,
CAPTTAL CIW OF PUERTO BICO

REVEI{UES:

lnteEor,€mmental Local

Total rewnues

E)OB{DIIURES:

Curenl:

Gen€ral govemmenl

Public salety

Public wor*s

Culture and recteation

Heallh and n€llare

Uban developrnent

Economic det/elopment

Educrtion

Cap{tal outlays

Total e)penditurcs

EXCESS (DEHqENCY) OF REVET'IUES OVER

(UNDEB) EXPEIIDITURES

OTHER FIMNGNG SOTJBCES (USES}:

Proceeds flom bonds issued

Total olher financing sources

Er cflAl{GE [{ FUND BATANCES (ITEHCTO

FUI{D BALAIICES (DEFTCTO BEGINilI G OF YEAR

R r{D BATANCES (DEFrCr} Er{D 0F YEAR

COIIBINING STATETIET{T OF REVEilUES, EXPENDTTURES AND

CHANGES IN R'[D BALANCES (DEHCTD.
NONIIAJOR CAPITAL PROJECTS RJilDS

For the Fiscal Year Ended June 30, 2010

atllg m10
Bond lssue Bond l!.ue

Fonds Furd6

s$

Loan
Guaranbe

Fod

$

Tobl
Nonrl4ot

Capibl
troi€ct! Fundg

s 1,590,61s

1,599,615

2,962,795

166,656

678,637

373,769

321,121

331,051

68,809

1,485,017

6,918,190

15,306,345

833,839

't50,908

256,125

63,413

482,717

3.3i17,015

t,*w
545,611

545,611

(545,611)

4,533,326

166,666

1,143,859

82t,618

899,872

2,023,553

713N

1,506,492

42,N,878

53,447,583

(51,847,968)

34,775,m0

34,25,000

(1 7,072,968)

91,682,501

(15,306,345) (5,124,047)

(1 5,306,315)

22,818,U7

34,r/5,000

34,//5,000

29,650,953 (545,611)

2,861,28

$ 7.51r,702 $ 29,650,9s3 $ ag)5.a7 $ 74,609,59i
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Aquino, De C6rdova,Alfaro & C-o., LLP
CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS
Richard N. Alfaro, CPA 0951-1998)

INDEPEilDENT AUDITORS' REPORT Oil INTERMI- CONTROL OVER FIMilCIAt
REPORTING AND OT{ COMPLIANCE AND OTHER lilATTERS BASED ON AN

AUDIT OF FItlANChL STATEMEIITS PERFORITIED lll ACCORDAilCE

WTH GOYER'{II'EI'7AUDT'I'{G SIAI{DARDS

The Honorable Mayor and lrilembers of the Municipal Legislature

Municipality of San Juan

San Juan, Puerto Rioo

We have audited he fnancial statements of the govemmental activities, each major fund, and the aggregate

remaining fund information of ttre Municipality of San Juan, Puerto Rim (tre 'Municipality'), as of and for lhe year

ended June 30, 2010, which collectively comprise tre Munbipalit/s basic fnancial staterEnb and have issued our

report thereon dated March 7, 2011. We conducted our audit in aoordance wih auditing standards generally

accepted in the United States of America and tre standards applicable to fnancial audib contained in Govemmmt

Auditing Standards, issued by the Comptroller General of he United States.

lntemal Control over Financial Reoortino

ln planning and pedorming our audit, we considered the Municipalit/s intemal control over financial reporting as a

basis for disigning our auditing procedures for tre purpose of expressing our opinions on he financial statemenb,

but not for the purpose of expressing an opinion on the effectiveness of the Municipality's intemal contml over

financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Municipality's intemal

control over financial reporting.

A deficiency in intenat control exists when the design or operation of a confol does not allow management 0r

employees, in the normal coune of perbrming freir asigned functions, lo plevent, or detect and corect

misstjtemenb on a timely basis. A mafenal waakness is a deficiency, or combination of deficiencies, in intemal

control such that there is a reasonable possibility hat a material misshtement of the entity's financial statements will

not be prevented or detected and conected on a timely bais.

Our consideration of intemal control over fnancial eporting was for the limited purpose described in he first

paragraph of firis section and was not designed to identify all deficiencies in intemal control over financial rcporting

that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any defciencies in

intemaicontrol over finarrial reporting trat we can consider to be material weakness as describe above. Horvever,

we identified cerhin deficiencies in intemal contml o\rer financial rcporting, described in the accompanying schedule

of findings and questioned costs that rve consider to be significant defciencies in intemal contol over finarrial

reporting.

A significant deficiency is a deficiency, or mmbination of deficiencies, in intemal control that is less severe than a

matirial weakness, yet important enough to medt attention by thce charged with govemance. We considered the

defciencies described in the accompany schedule of findings and questioned cosb to be signifcant deficiencies

items 10-01 to 10-07.

Jot!,e Aqu;no Barrcto. (-P.t, CI:1

le*,J De (',1,1,,.". CPA, lD
)t;4"el A",t"l o,r;., cPA
EJ"",l" (;"".aL, Green. CPA. ('FE
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Comoliance aM 00ter taters

As part of obbining easonable 6$nrnoe about wheher fite Munbipdity of San Juar, finarrcid stsbrnenb arc lree

of mabrial misdabnrnt, re perfomed bsb of ils cornplkilce wih ceildn povisions of laws, GguldiorE, contracb
and gmnt {reemenb, norcorplhra uih which could ha,e a dir€ct and ruEid efrct on the debm$natirn of
finarcial statemsnb dnourtts. IbrcyEr, pmvErIE an qlinim on omplarce wih $ce pIoyisions was not an

o@ive of our audit, and mrdirgly, we do not exgess srch ar opinion. The esulls of our bsb disdced
instarrces of nonconpliilce or offier rftrs that ae rcquied b be leporbd on under Gowtnnwil Adiling :
Stsdads and *fiirh ale d€scdbed in $e accomparying schedule of fndirys and quedhn€d ccb as itsrE 1G01

to 10{7.

We nobd cerhin odler mders firt we ]eporH to managment ol t]n Muni$ality in a separab letter datsd lvtalch

7,2011.

The Munupditfs r€sponse b the findirps ideotiH in our audit is d€scttr ed in the mmpan$ng schedule of
findings and qestioned osb. We did mt audit he Mu*ripalit/s mgonse ad, accordiryly, rc epress r|o opinbn
on it.

This Gport is inbrded solely br the inhrmation and use of Municipd Legblahre, management ftderal avodirg
eencies, se funding agencies, and pas$mqh ent'lies and b mt interd€d to be and should not b be used by

anyone other fian these speeified paflies.

March7,2o1,f W", L ldsu^,W r h . I t 
"

Sbmp number2587$3
ha been alfixed b tle
odgind eport

{&
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IIfi,EPEI{I'EIT AUilTORS' REFORT Oil COIiIIJA,IICE WIITI REQIJIRETE}{TS TTIAT coT'l.T' HAVE A

OINECT AilO TATENAL EFFECT OII EACH TA.X)R PROGRAT AXD OII I]{IERXAL COMROL O\IER

@FIIA'I'CE t]I AOCORDA}GE WTIH OTB CNCULAR A.!33
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Aquinq De C6rdorza,Alfarc & C-o., LIP
CERTIFIED PUBLIC ACCOUNIANTS & BUSINESS ADVISORS

Richard N. Alfaro, CPA (1951-1998)

PO. Box ?C261. San Jrran, Pueno Rico 00916-3161 ' Cccrlia'r Place Suire C- I, #i Ros.r -qtrccr

IJr Venle, PR. CC979 ' Phone (7E7) l5l-9595 ' Fax (7S7) l5l-9r11

INDEPENDENT AUDITORS' REPORT ON COiIPLIANCE WTH REQUIREI'E}ITS THAT COULD HAVE A

DIRECT AND MATERIAL EFFECT ON EACH MA'OR PROGRAI{ AND ON INTERML CONTROL OVER

COMPLIANCE IN ACCORDAilCE WITH OMB CIRCULAR A.'I33

The Honorable Mayor and Membets of the Municipal Legislature

Municipality of San Juan

San Juan, Puerto Rico

Comoliance

We have audited the compliance of the Municipality of San Juan, Puerto Rico (the "MunicipalityJ, w[! te types of

compliance requircments described in the U.S. Office ot Management and Budpt (OMB) Circular A'133

AriilAne SWplement that could have direct and mabrial effect on each of he Municipality's major federal

programs for the year ended June 30,2010. The Municipalitys maior federal prwElms ae identified in the summary

bt iuOitors' resulb section of he accompanying schedule of fndings and questioned msts. C,ompliance with the

requiremenb of laws, regulations, contracfs, and granb, applicable to each of its major bderal prcgrams is the

respomibility of te Municipalit/s managernent. Our responsibility is to express an opinion on ttle Municipality's

compliance based on our audit.

We conducted our audit of compliance in accodance with auditing standards generally accepted in $e United States

of America; ttre standards applicable O financial audits contained in Govennent Auditing Standards, issued by tln
Compfolei General of he United Sbtes; and OMB Circular A-133, Audits of Stateq LM Govemments, and Non-

eroil Organizations Those standads and OMB Circular A-'133 requile hat ue plan and perform the_ audit to obtain

reasonaSle aisuftmce about vytleher noncompliance wih he types ol mmpliance requitemenb efened b above

ttrat could have a direct and material effect on a mairr federal prcgram occuned. An audit includes examining, on a

test basis, evidence about tE Munidpalitys mmpliance with those tequiremenb aM performing such olher

procedurcs as rve considered necessary in tte circumsEnces. We believe hat our audit provides a rerconable basis

ior our opinion. Our audit does not provide a legal debrmination of tre Municipality's compliance wih those

requirements.

loree Aqritu Bancto. CP,{. CIll
lerry Ds c'ftlo\, cPA. lD
)lig"el,tn!cl (),ti., CPA
rl"".J" (;"".d1.. G*cn. CPA. CFE
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As descdbed in items 1047 to 10-08 in tre accompanying schedule of findings and questioned co6ts, he
Municipality did not comply wih he following rcquircmenb:

ColrpliJrce

R€ouilsn.lrt

Cash lhnagement
Reporling

CFDA*

14.23)

17 .2il, 17 259J7 .m

f,rba Proorarn

HOi,lE lnlEstrlcnt PatueEhip Pogram
woi(brce hvestrnem Acl

R€[G[eoce

ilur$er

10{8
't0{7

Compliarrce with such requicmenb is necessary, in our opinion, for the Municipality to mmply wih he requiremenb
appliHble to hat program.

ln our opinion, except for the noncompliarce described in he preceding paragraph, he Municipality of San Juan,
complied, in all matelial respects, wih the mmpliance rcquiremenb refured to above that could have a direct and
material efiect on each of ib malor hderal prcgrams hr fre year ended June 30, 2010. The reutb of our auditing
prccedures disclosed insbnces of noncompliance wih tDse requirernents, which are required to be rcported in
accordance witt OMB Circular A-133 and which are described in tre accompanying schedule of findings and
questoned cosb as items 10.01 to 10-08.

lntemal Control oyer Compliance

Management of the Municipality is responsible for establishing and maintaining efiective intemal control over
complhnce wih requiremenb or laws, regulations, contracb, and granb applicable b federal programs. ln plannirg
and performing our audit, ue considered the Municipalit/s intemal control over compliance with requircments hat
could have a direcl and material efiect on a matrr federal pogram in oder to determine our auditing prccedures for
tle purpose of expressing our opinion on compliance but not for tre purpose of expressing an opinbn on the
eftctiveness of intemal control over compliance. Acmrdingly, lye do rpl express an opinion on the efbctiveness of
fle Municipality's intemal confol over compliance.

Our consideration of intemal contol over financial reporting was for the limited purpose descdbed in he preceding
qa9sraplt and wG not design to ident'fi all deficiencies in the entity's intemal contol trat mbht be signifcant
defriencies or material weakness and herebIe, here can be no assunance tnt all defrciencies, significant
deficiencies, or mabrial uEaknesses have been identified. Horrever, as discussed below, we irlentifed certain
deficiencies in intemal conbol over compliance ftat ue cmsider b be mabrial rrreaknesses and others fid ue
mns'xler to be significant defciencies.

A deficiency in intenal cand over onpliate exisb when tre design or operation of a conhol over compliance
does nol allow management or employees, in the normal course of perbrming tnir assigned functions, to prcvenl or
detect and corcct, noncompliance wih a type of compliance requirement of a federal prwram on a timety basb. A
natedd weakness in intemal artrol over @mplian@ is a deficierrcy, or combination of deficiencies, in intemal
contml over compliance, such trat thec is a reasonable possiulity ttrat matedal noncompliance wih a type of
compliance requirement of a ftderal prwram will not be prevented, or detecH and conected, on a timely basb. We
conskler the defciencies in intemal control over compliance described in the accompanying scheduh ofhndings and
questioned cosb as item 10.07 to be malerial weakness.
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. A slglifharl[ deficiery in internd cullrt/ o!il crrlopliarcr is a deficierry, or combindbn of conhol deficierrcies, in

inbmal conbol over compliance wih a type of ompliance mquiement of a hderal program $at b less sewre $an a
materhl weakncss in inbmal contol over compliance, yet impoftnt enough b medt attention by ttrcse charyed witr
go\remarce. We consider tle deficiencies in inbmal contol over compliance descdbed in he mcompanyirB
schedule of findings and ques{ioned cosb as ilem 1$08 b be significant defciency.

The Munlipalitfs responses to the findings identifed in our audit are described in he acconpanying schedule of
' findiqs and questiornd cos{s. We did not audit tre Municipalit/s Bsponses and, mordiryly, we expess no' opinion on il.

. Ihb repon is inbnded solety br fte inbrmation ard use of firc Municipal Legblature, management, hderal auading
agencies, strb funding agencies, and pasehrough entities and is not inbnded b be and should not be rsed by

- anyorE otherthan tnse specified parties.

rvrarch24,2oil W",L tdff"^,W r h' !1?
Stamp number 2587904
has been affxed b the
original report

Aquinq De C6dova,Alfaro & C-o., LLP
CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISOBS
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}IUNICIPALITY OF SAN JUAil
CAPITAL CITY OF PUERTO RICO

PART V

SCHEDULE OF FINDIilGS ANO QUESIIOT{ED COSTS
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1.

2.

3.

4.

b.

7.

t

MUiIICIPALITYoFsAilJUA}ISGHEDULEoFFI}ID|NGSAllDQUEsTlol{EDcosTs
FORTHEYEAR E}IDED JUI{E il, mlll

PART IV _ SUIITIARY OF AUDITORS. RESULTS

The irdependent auditors' report on he basic financial shtemenb expr€ssed an unqualified opinbn'

Significant deficiencies in intemal control o\rer financial repoding vrerc identified'

lnstances of noncompliance mn$deed matedal to the financial statemenb wele discbsed by be audit.

Significant deficiencies in intemal control over compliance witr-rcquircmenb that could have a diect and

.it ri.f 
"m.t 

on mafrr federal aYYaId Fograns vrere irlentifed, some of whir:lr are consi,eed to be

matelial weaknesses.

The independent auditols' teport on compliance wih requiremenb applicable b malrr federal awad

programs exprcssd a qualified opinbn.

The audit disclosed findings requiled to be reported by OMB Circular Al33'

The Municipality's maior proglams uerc:

l{ame of Federal Prooram

Section 8 Houdng Choice Vouchers

Lower lncome Housing Assisbnce Program -

Section 8 Moderate Rehabilitation

Section I Moderate Rehabilihtion Single Room Occupancy

Housing Opportuniths for Petsons wih AIDS

HoME ln\/esbrlent Parhe6hip Pmgram

Communily Devebpment Block GrandEnt'tlement

Community Development Block Grants ARM
HIV Emelgency Relief Poiect Granb

Minority AIDS lnitiative

wortforce lnvestrent Act cwlA')
Workbme lnwstrnent Act ('WlA) ARRA

Head Start

Head Start ARRA

Early Head Start ExpaEion ARRA

Community Service Bloct Granb

Community SeNEe Block Grant ARRA

CFDA

1{umbcr

14.871

14.856

14.249

14.241

11.239

11.218

14.253

93.914

93.914

17 .zfi,17 .259,'.17 .260

17.2fi,17.259,17 .260

93.600

93.708

93.709

93.569

93.7'10

9.

A hreshold of $3,ffi0,000 was used to dislinguish betu,een Type A and Type B programs as those terms

are defined in OMB CircularA-133.

The Municipality du not qualiry as a low-risk auditee as hat term is defined in oMB Circular A-133.
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t{UNICIPALIW OFSAI{ JUAI{
CAPITAL CIW OF PUERTO RICO
SCHEDULE OF FI}IDIilGS AI{D QUESTIONED COST
FOR THE YEAR ENDED JUNE 3I}.2(,Ill

Reftrence
Number Findings

Questioned Costs
for the Year

Ended June 30,

2010

$

Accounting and Finance Department
10-01 Deficit in he Munijpalitfs generalfund at June 30, 2010.
10-02 The accounting recods are not maintiained up to date.
10-03 The Municipality is not canceling oubtanding checks, which have

been outstanding for a peri:d of six months.
't0-04

lntemal contrcl over property managernent need to be stenghtened.
'10-05 The Municipality has deficiencies in he execution of propefty

management procedules.

Human Resources Department
10-06 The Municipality does not have an effective system to ensure the

completeness and accuracy of the employee files.

Workforce lnvestment Act/YYorldorce lnv$tment Act . ARRA
10-07 Financial report does nol reconcile witr Oracle

HOME lnvectment Partnership Program
10-08 Municipality does not mmply wi0r cash management procedues
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TU}IICIPAUTY OF SAN JUAI{

CAPTTAL C]TY OF PUERTO RICO

PARTV

FI}IDI}IGS O}I IiIIERII./AL COiITROL OVER FIM,ilCIAL REPORTIiIG AIID OI{ COTPTIANCE AilD OI}IER

ilrrens sAseD oH AN AUDI oF Flt{ANclAL STAIETEilTS PERFoRI{ED ll{ AccoRDAt{cE wIIH
GOWRT/il,fiM AUDM'rc STAIUDARDS
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. iTUNICIPALIW OF SA}.I JUAN
CAPITAL CIW OF PUERTO RICO

' FINDINGS ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER. 
]VIATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WTH

GOVERNMENT AUDITING STANDARDS

FOR THE FISCALYEAR ENDED JUNE 30,2O1O

Findino l{umber l0-lll

' Deoarfnent

. Accounting and Finance

' 
Caboorv

' lr emal Contrcl

Condition

The Municipality closed ib fiscal year ended June 30, 20'10 wih a fund balance deficiency in te general fund of

approximately $18.4 million. ln 2010, tre Municipality reduced tre defcil by $8,4'10 and established a loIE{erm

financial plan to amortize the deficit in a perM no longer than 40 years.

Criteria

ln accodance wih $e'Reglamento para la Administracion de Municipios' Chapter lV, Section 19, the Finance

Dircctor hm tre responsibility of overseeing financial operations to prevent defciE in any municipal fund.

Efiect

The conlinued occunence of his situation may resutt in possible significant fund limitatiolE and eventual ]eductbn or

elimination of muniipal services since ftrtr.rrc revenues will need to be used to pay for accumulated liabilfies.

Cause

The above situation is primarily due b $e fu hat, in prior yeas, the Municipdity was appropriatirE expenditurcs

asuming ercnues usirg the estimabd tax collection pmleciion pmviled by te Municipal Revenue Collection

Center (ttc 'Centef). Theebre, fE Municipality entercd into purchaes and contracb fur a tohl hat exceeds the

actual c\renues eamed and collecbd in poperty taxes. The budgeting system did not cflect achral Gvenues ard

herefore could not prevent the obligation of expeditures for which curcnt resoulces r{ere not available.

Recommendation

Tte Munbipality should continue its efioG by rcvbing and amending he budget as curGnt information rclated b
collections of birdgeted revenues becomes available in order to plevent incuning obligatbns in excess of available

IesoutDes.

Mews of Resoonsible Offcials

Management agrces.
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MUI.IICIPALITY OF SAN JUAil
CAPITAT CTTY OF PUERTO RICO

FINDINGS ON INTERML CONTROL OVER FIMNCIAL REPORTING AND ON COMPLIANCE AND OTHER
i,ATTERS BASED ON AN AUDIT OF FIMNCIAL STATEMENTS PERFORMED IN ACCORDANCE WTH
GOVERNMENT AUDITING STANDARDS - CONTINUED
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Findinq ilumber l0-02

Deoarfilent

Accounting and Finance

Cdeoorv .

lntemal Contrcl

Condition

Dudng the audit process, we noted hat he accounting records were not maintained on a timely bais; for example
fte subsidiary rcconciliations of accounb receivable ard payabb $ree not prepared on a montrly bmis.

Crileria

Accordingly to OMB Circular A-110, Subpart C, Section 2l-Standards for Financial Maneement System, recipienb
financial management systems shall ptovide for (l) Accunab, curent and comdete disclosure of fte financial rcsulb
of each bderally-sponorcd prc,iect or prwram in accordance wih fte reporting requiremenb; (2) recods that
klentifu adequately he source and applbation of funds for federally sponsored activities. These rccords shall contain
information peltaining to Federal awards, autprizations, obligations, available balances, 6seb, outays, income ard
intercst.

Effect

Managerial decisions may be executed using unreliable 6sumptions on fnarcial information.

Cause

This is caused by [e lack of adequate procedurcs and inftastrucfure, irrluding prohssionals wi$ the adequate
autDrity and rcsponsibility for the supervision and analysis of lhe general ecounting and rccords

Recomnpndaton

Management should maintain the accounting records up{ated and perform comparing, reviewing and monitoring .

procedurcs in order to have leliable financial information tlnt can be used in managerhl decision process. Also, an
adequate irentification and poper adjustnent of rccorrciling items during the ecounb receivable and payable
analysis is necessary to mainhin and disclose accurate and curent financial information.

Views of Resoonsible Offcials

Management agrees.
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ilIUNICIPALIW OF SAT{ JUA}I
CAPITAL CITY OF PUERTO RICO

FINDINGS ON INTERNAL CONTROL OVER FIMNCIAL REPORTING AND ON COMPLIANCE ANO OTHER

MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS . CONTINUED

FOR THE FISCALYEAR ENDED JUNE 30, 2()1O

Findino Number lll.l}3

Deoartnent

Accounting and Finance

Cdeoory

lntemal Control

Condition

The Municipality does not cancel checks which have been oubtanding for a pednd in excess of six monhs.

Cdteria

Chapter lV, Section 13, of he 'Reglarento para la Administrairin de Municipios' establishes that checks

ouSianaing for more than one year should be canceled. The Munbipalit/s policy for canceling checks hm an

expiralion period of six monhs.

EftCt

This situation allows for a possibb undersiatement of cash and an overstaternent of expendifures and, in $e case of

Federal Funds, could result in questbned and disalloled costs.

Cause

This is caused by tre lak of rcguhr monhly review of bank teconcilidions and inadequab bllow-up on rcconciling

items.

Recommendation

Ttc Municipality should evaluate the oubbnding checks lisb on a montrly bais, and investigate checks thd have

not cleared the bank for an unrcasonable peri:d of time (i.e. ftree to six months), conbct tte payee and determine

the underlying ]easons as to why these have not been plesented to the bank for paynnnt.

Views of Resoonsible Officials

Management agrees.
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Findino Number llHltl

DeDarurent

Pmperty Management

Cateoorv

lntemal Control

Condition

.The Munbipality has not pedonned a physical inventory of equipment and vehicles. According to he existing
records, the co6t of the equipment and vehicbs owned by he Municipality is approximately $79.4 millions as of June
30, 20.l0. ln addition, property recods are not segregated by fund.

Criteria

Alicle 8.010 (c) of he Municipalitjes' Act sbbs that the accounting system should pmvide: (a) complete inbrmalion
of tle Municipalit/s operatiom; (b) proper and necessary financial information for the efficient administration of the
Municipality; (c) efiective confob and tle accountability br all he funds, property and oher municipal asseb; and
(d) necessary information br the preparation of accurate financid reporb hat muld be used in t|e prepalation of fte
municipal budget.

Chapter Vll, Section 23 of tE 'Reglamento para la Administraci6n de Municipim' also establishes haft pmperty
physical inventories sh@ld be performed on an annual basb, as part of the overall property management confol of
$e Municipality. Udabd in\rentory lisb should be compared and agreed wih general ledger, and difieremes, if any,
should be investigated and reconcihd.

Effi
There is a significant dsk of unauthorized use or disposifon of property because thee are no intemal contrcls to
ensure accountability of 6seb by depaltmenudMsion. This inadequab property confol may expose the
Municipality b cct disalbwances by ttre federal govemnent for losl or stolen property acquircd wih hderal funds.

Cause

The Poperty Division has not enforced the requircment for he departments that property inventory perforrcd should
ensure the pmper accountability of 6seb.

]iIU}IICIPALITY OF SAt{ JUAI{
CAPITAT CTTY OF PUERTO RICO

FINDINGS ON INTERML CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE ANO OTHER
MATTERS BASED ON AN AUOIT OF FIMNCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS - CONTINUED
FOR THE FISCALYEAR ENDED JUNE 30,2O1O
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ilU}IICIPALITY OF SAN JUAN

CAPITAL CITY OF PUERTO RICO

iiruorruos oN INTERML coNTRoL ovER FINANcIAL REPoRTING AND oN coMPLIANcE AND orHER

MATTERS BASED ON AN AUDIT OF FIMNCIAL STATEMENTS PERFORMED IN ACCORDANCE WTH

Recommendation

A phys$cal invenbry of equipment and vehides owrEd by ure Munbipality should be perbrys c soon as possible

Oi ji Orp"rtn".S and'ail difierences should be inve*gaeO, reconciled and adjus{ed on he property and

equifmeni sulsiOiary ledgers. ln connectinn wih trb inventory, tags should be placed on each mset wih numbes

trit ie reco6ed Oi6if Uoperty econts. This will help impove tre traking of 6eb ftr disposal.and impaiment

prrpo* Federal reguiaiom 
-regarding 

disposfion of plopeily *quircd wih fuderal funds should be fullo$ed for

poperty items wtrir:lr are not located as a rcsult of srch inventory.

Vreus of Responsible Offcials

lvhnagernent agrees.

GOVERNMENT AUDITING STANDARDS. CONTINUED

FOR THE FISCAL YEAR ENDED JUNE 30, 2()1O
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MU].IICIPALITY OF SAN JUAil
CAPITAL CIW OF PUERTO RICO

FINDINGS ON INTERML CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS - CONTINUED
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Findinq Number l0{r5

Deoartnent

Property lvlanagement

lntemal Control

Condition

The Municipality has deficiencies in the execution of property management procedures. During our test of real
property and equipment management, we noted that te Municipality equipment acquircd during the year is not
properly and limely labeled and identified.

Cdbria

Chapter Vll, Section 14 of the 'Reglamento para la Adminisfaci6n de Municipios' establbhes hat the Municipality '

will assign a unit number br all municipal property acquired and owned by tre Municipality. Bebre any payment
made br poperty acquircd by purchase, the Prcperty Manager shall assign the number of unit of the property in he
puohased documenl concerned.

Chapter Vll, Section 15 of he'Reglamento para la Administraci6n de Municipim" also establishes that the Poperty
Manager shall have full contol of pmpe{ records of the Municipality and esponds to the Finance Director. Also,
after the unit number is assigned the Property Manager shall prepare a recod of tE poperty which must contain the
following information: unit number, name, description of he pmpe(, cost or estimated value at the date of the
acqubition, name and addrcss of 0n supplier, brand name, serial number and locafron of he poperty.

Effecb

There is a significant risk of unauthorized appropriation, use or disposifon of equipment due to ttre lack of intemal
mntols and adequate property and equipment records to ensure accountability of assets by departnenUdivision.

Cause

The Municipality does mt maintain accurate rccords for equisitions, transftrs, retums and disposal of tfre asseb
acquircd.

Recommendation

The Municipalitfs management should endurc that proper procedures are in place to ensure that property purchased
is propedy and timely identified and conduct periodic inventories and follow up any in\rentory discrepancies. ln
addition, tp Municipality's managerEnt should mview all disposals of prcperty to ensure appropriate valuation.
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N'ilEIPALITY OF SA,II .['AIT
CAPITALCTYOF ruERTO ro@
iinornas oN T,ITERML coNtTRoL olER FlMNclAt REPoRTING At{D oN cot,puANcE A}'lD OTHER

i,AT'IERS BASED ON N.I AUDIT OF FIMNCIAL STAIEMENTS FERFORMEO IN ACCORDANCE WTH

GOVERNI,ENT AUDITING STAI'IDARDS - CONTINUED

FOR THE FISCAT YEAR ENDED JUNE 30, 2()'I()

Vreus of Reeoon{ble 0ffici*

liElag rllent erces
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IIUilICIPALITY OF SAN JUAN
CAPITAT CITY OF PUERTO RICO
FINDINGS ON INTERNAL CONTROL OVER FIMNCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS. CONTINUEO
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Findino l{umber l0-06

DeDartrnent

Human Resources Deparmrent

Cateqory

lntemal Control

Condition

A sample of 125 employee files rere tested ard 10 fles (8%) lack documentation correming sahries increase.

Criteria

Article 11.023 of $e Municipalities Law establishes trat tfre Municipality shall maintain updated and complete
employee files.

Etrects

lncomplete employee files could result in having inadequate records to support payroll and pesonnel transactions.

Cause

The above situation is the result of a lack of review and mainbnance of employee files by the personnel departnent.

Recommendation

The Human Resources ard Labor Relations Depanment should review each employee file and 6certain their
completeness. Management could design a standard ctpcklist where fre fle revierver could determine if docurnenb
are missing from each file. Sigrcd SP2 ('lnforme de cambio') should aluays support the amount increased to
employees.

Viervs of responsible personnel

Management erees
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n iltclPAl.Iw OF SA,X Jt A,t{

CAPITAL C]TYOF R'ERf,O RICO

PARTVI

FINDINGS ON COMPI.IANCE WTH REQI'IREIIET{TS APPUCABTE TO EACH MAJOR PROGRAM AND ON

INTERML coNlRoL ovER cof,Pl.lANcE lN AccoRDA],lcE Wltl oM& clRcUl.AR A-138
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I'UIIICIPATITY OF SAil JUAil
CAPITAL CIW OF PUERTO RICO
FINDINGS ON COMPLIANCE WITH REOUIREMENTS APPLICABLE TO EACH MA,'OR PROGRAM AND

ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Findino l{umber 1l).{l7

Federal Dooram

Workforce lnvestment Act (WlA) - CFDA # 17.2*, # 17.259,# 17.2ffi

Workbrce lnvestnentAct (WA)- ARRA - CFDA #17.2*,#17.259'# 17.zffi

CaboorY

lntemal Controu Complhnce

Compliance reouircmenb

Reporting

Condition

The cumulalive financial repoG submitted to the Puerto Rico Human Resources a]d occupational Development

Council ('PRHRODC') did not agree wih the accounting rccords.

Criteria

Baed on provisions of ttre contract agrcement between he PRHRODC ard the Municipality, he WA Plogram of the

Municipaliiy is required to submit to tlle PRHRODC a monhly cumuldirre expenditures ]eport and is also equircd to

maintain ailequate fund accounting. ln ddition, OMB Cilcular A-102, accurate, cunent, and complete disclosure of

ttre finarrial resulls of financially assisH activities musl be made in accordance wih tle financid ]epolting

rcquirements of the grant or sub grant.

Efiecb

Failue to eport accurate infomation pEvenb tle gEnting agency fiorn monitodng tre perbrmance of te pognam's

financial activities, assessing the achievemenb of t|e program and evaluating tle expected grant awad for the

following yeaE. At the same-time, ilre Municipality ould be exposed to signifcant adjusfnenb to $e grant already

awarded.

Cause

As repesented by tre Municipalit/s management, hb report was prcparcd witr tlre financial data recoded in ttp
booki at tre program level due to unreconciled differences betvueen the numbes kept at tle prcgram level a]d the

numbe6 in tre [iunicipaliVs general ledger. Diftrcnces ale due to certain expendihrres hd rere recoded by te
program but not yet recoded by he Municipality.

Questioned Cosb

None

-10s-



MUNICIPALIW OF SAN JUAN
CAPITAL CITY OF PUERTO RICO

FINDINGS ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MA"JOR PROGRAM AND
ON INTERML CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULARA-I33
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Recommendaton

We recommend hat adequate accounting records be developed to pmvide curent, complete and accurate dah. lt
must include a general ledger and other rccods sr.rh a subsidiary ledges.

ln addition, te Municipality should perfurm timely reconciliation ard cut-ofi prccedures between numbers kept at
federal pognams and numbes rccoded in he Munbipalitys general ledger in order b provirle reaonable
assurance that financial epolb submited to tle federal awading agency include all activities of the reportjnS perit',
arc supporbd by underlying accounting or performance recods, and are hirly presented in acordance witr program
requirernenb.

Mews of Resoonsible Offcials

Management agrees.
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ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCUI.AR A.133

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

ruilrcPALITY OF SAN JUAN
CAPITAT CITY OF PUERTO RICO

FINDINGS ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH IVIAJOR PROGRAM AND

Findino l{umber l0{18

Federal orcoram

HOME lnvestment Parhership Prcgram - CFDA # 14.241

Cateoorv

lntemal ControU Compliance

Compliarre reouiemenb

Cash management

Condition

We noted that four checks oubtanding, issued befoie June 30, 2010 for a tohl of$125,668 rcmain outshnding as of

March 24, 2010. As represened by management, checks rere rehined in oder to 6su]e $at contractoB comply

with contract provisions.

Criteda

The requiremenb for cash management are contained in tre OMB Circular'102, A-102 Comnpn Rule. Program

cosa of entities funded on a reimbursement basis must be paid for by entity funds beforc reimbursement is

reques'ted fom he Federal C'ovemment.

Efiecb

The continued occunence of tris situation may result in he Municipality being exposed to cost disallowances and b
pay interest for failure of bllowing he cash management rcquiements.

Cause

The program does not have adequate controls to ensure $at funds draw downs are made fcrr expenditurcs alrcady

made.

Questioned Cosb

None

Recommenddion

We recommend hat the program should establish intemal contols to ensure the timely liquidation of all obligatiom

belore requesting the reimbursement.
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n mcPAurYoFs4,il.[rAx
GAPITAT C]TY Of PT'ERTO RIOO

FIMXilGS ON COIf,TIA,NCE U,ITH REQI,IREIIGNTS APPUCABIE TO EACH MADR PROGRAI, AilD
ON INIERMI- COffIR0- OVER CO[,PtlA,l{CE lil AC@RDANCE WT}l OMB CXRCT UR A-l*}
FOR IHE FISCATYEAR ENDED JUNE 30,2O1()

Vpmof Resmrsfreffici*

tirt{dnent agtees.
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PARTVII

SC}GDI'IE OF ffi{UruNEs OF FE'ERAI AWAffE
FOR IIf YEAR B['ED.X'XE fl}, 2OIll
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MUNICIPALIW OF SAil JUAN

CAPITAL CITY OF PUERTO RICO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2O1O

CFOA

l{umber
Erpediturcs

m10

53,656,865

Federal GrantorrPa$-Ihmugh Gnntor/Prcgr.m or ClusGr TiUe

Ihoartnert of Ho$ino and Urtan D€veloDmor lHUDl

Sec{ion I Horsing Choice Vouchers

Communig Development Block Grants/Entitlement Grants

Community Development Block Grants ARR VEntitlernent Grants

(Recovery Funded Granb)

HoME lnvestnent Partne6hip Programs

Housing Oppotunities for Pensom with AIDS

Lower lrrcome Housing Assistant Program-Sedion 8 tvHerate Rehabilitation

Seciion 8 Moderate Rehabilitation Single Room Occupancy

Ernergency Shelter GEnts Program

Suppottive Housiry Pogram

Community Developrnent Block Grarusedion 108 Loan Guarantees

Shelter Plus Care

Homeless Prevention ard Rapid Re-Ho$ing Program

Subtotal

Ihpsrtnent of Health and Human ServiceE lllHs)

Head Sta(
Hed Start - ARRA

Earty Head Start Expansion - ARRA

HIV Ern€rgency Relief Poiec{ Grants

Minority AIDS lnitiati\€

Cancer Cortlol
Health Center Clusler (HCC)

lncreesed Servbes to Health

Natbnal Healh lnstitutewEsTAT

Pass-Urough from Commonve l$ olPue o Rico Familia and Child Adminkffiion'
Community Services Block Grant

Community SeMces Block Grarrt-ARRA

Passfirough from GommonEalh of Puerto Rico Govemo/3 Ofice
Special Programs for the Aging-Title lll, Part GNutition Services

Pass-trrough lmm Commonvrealh ol Puerb Rico Departnent of Healh'

Risk Redrclion

Childhood lmmunization Grants

lmmunizdion Grants - lnflEnza H1N1

StEnghtening Families Program

Subtotal

14.871

14.218

14.253

14.239

14.241

14.856

14.249

14.231

14.235

14.248

14.238

14.257

93.600

93.708

93.709

93.914

93.914

93.399

$.n4
93.703

93.990

93.569

93.710

93.M5

93.941

93.268

93.268

s3.556

$ 22,9n,8%
11,394,3'16

450,541

6,817,428

5,278,018

3,197,077

731,995

420,735

1,141,189

545,611

442,5s1

451,783

53,794,138

28,332,045

1,030,089

109,730

14,4893n
823,405

951,651

490,726

63,283

531,'159

4,252,372

1,316,677

756,471

175,475

27,702
306,675

27
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MUI{ICIPALITY OF SAN JUAN
CAPITAL CITY OF PUERTO RICO
SCHEDULE OF EXPENOITURES OF FEDEMLAWARDS - CONTINUED
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

D.partrEnt ol Labor (DOLI

Pass-through from ConrDnv€alth of Puorto Rico
Vbrkbrce lnvestrEnt Act - Youh
\ brldcIce lnvestrEnt Aai - Adult
Vhrldcrce lnvesfrEnt Act - Displao6d
Vbrldcrce lnve$rEnt Act -Youfi - ARRA
Vbrld)roe lnveSrrntAct - Adult - ARRA
Vbrkbroe lnvesrrEnt Ad - Displac€d - ARR/q

SubbEl

DeoadrEnt of Justlce (DOJ)

Orug Free Corrrunites Support PrograrE Grants
Corlrruniv Prosecron Projed Sab NeEhbortDods
U.S. Cusbrls Servbes (U.S.C.S)

Right to Erployn:nt Adrinistration.

Pass-through trom Cottrlpnrealth of Puerto Rico O€partnEnt ol Justice.
Edward Byrne Jusl- AsstsEnoa Grant
Edward Byrne Judioe AssisEnce Granl - AliR/A

16.738

Crirr VrcftnAsststant 16-575
Pa3s-through from CodllDnuedth of Puarto Rlco Trafflc Safety Conrris8lon-

Abohol, Tobacco,and Firearms Training Assislanoe
Subblal

Fsderal GrantorrPass-Through GrantorrPr,ogram or Cluster Tltle

DepartnEnt of Educataon (DEl

Federal Pell Grant Program ( PELL)
TRIO Sldent Support Services
SuppbrIEnbry Educalonal Of,portrniv Granb
Acaderdc Corpettveness Grant
Nafonal Scbne and MatenElcats Access b Retah Tabnt (SMART)
Federal \r6rk-Stjdy Program (Fl trS)

Sublctal

Fc*r Grandparent Program
Retred and Senbr Votunber Program

Sublctal

See notes to the Schedule of Expenditues of Federal Awads.

CFDA
Nu lr5er

17.258
17.259
17.2@
17.2*
17.259
17.260

16.729
16.609

84.063
u.M2
u.oo7
u.375
u.376
84.033

94..011
.oo2

1,710,360
3,848,306
1,*7,428

&56,189
'!,508,487

2,'112
10,133,312

2,152
70,1!.8
98,109

209Jy

72,4s7

174,791
987,791

E)e€ndltur€a
201o

6,704,Arc
313,199
42,U4
44,7't6
62,424
66,638

7,237.9ft1

Departmant of Ardcultu.e (USDAI

Itass-through trom CorrrEnEalth of Puedo Rlco DeparirEnt of Education-
Nalbnal School Lunch Prog.am ,10.555

Child and Adultcare Food Program (CACFP) 1O-S58
Nutiton EquiprEnt Assistance Grant - ARFIA 10.579

Subbbl

Corporatlon for National and Cotflrrrnltv S€Iyice

Paaa-throuqh tram Corrrrpny€alth of Puerto Rlco DepartrrEnt of Heafth:

n4,742
1,926,299

32,W7
2,'t64,O7A

351,215
58,663

409,878
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. 
MUNICIPALITY OF SAN JUAi{

. CAPITALCIWOF PUERTO RICO

. SCNEOULE OF EXPENDITURESOF FEDEMLAWARDS- CONTINUED

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Erpendltures
Federal GrantorrPass-Through GEntorrProgram or Cluster TiUe CFDA l{umber m10

Department of Tran3pofiaton
- Federal Transit Capital ln\reslment 20.500 1'672'143

Deoatlne of Homeland Secudtt

' ,* *urity Grant Prcgram 97.056 89,312

Pass.'lfirough from Commonwsalth of Puerto Rlco Govemo/s Otnce
Law EnforDement Terorism Plewntion Program (LETPP) 97.074 4ffi,872

' public Assistance Grant 97.036 64,495

Subtotal 550,184

TOTAL EXPENDITURES OF FEDERAL AWARDS $ 130,670,845

See notes to Schedule of Expenditures of Federal Awards.
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MUNICTPALITY OF SAN JUAN
CAPITAL CITY OF PUERTO RICO
NOTES TO SCHEDULE OF EXPENDITURES OF FEDEMLAWARDS
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

1. Basis of Accountingr-The accompanying schedule of expenditures of federal awards irrludes the hderd grant

activity of the Municipality of San Juan, Capihl City of Puerto Rico (tre 'Munbipalitf), and is presenbd in

accodance with tle lequiremenB of OMB Cimular A-133, Audib of Shtes, Local Crovemmenb, and Non-Prcft
Organizations. Therefore, some amounb presented in this schedule may difier from amounb prcsented in, or used in

the preparation of $e basic f,nancial statemenb. The Municipalit/s govemment-witle financial statemenb are
reported using he eco'lom,c ,esourcBs mefisurenent focus and the accrual basis of amunting, sfiich confuim to
accounting principles generally accepted in he United Shtes of America ('GAAFF) as applicable to govemmenhl

unib. The accounts of the Municipality are presented on tlE basis of funds, each of which is considered a separab
accounting entity. The operations of each fund arc *counted for wih a separate set of self-balancing accounb hat
comprise its assets, liabilities, fund equity, revenues and expenditures. Govemment rcsources arc allocabd to and

accounted for by individual funds based upon the purposes for which tey arc to be spent and te means by which
spending activities are controlled.

A leconciliation of amounb included in the Schedule of Expendifuies of Federal Awards to the other govemmental

funds mlumn in the fund financial stiatemenb follows:

Schedule of expenditures of federal awards

Comunidad del Retiro

NonEderal programs included in the special revenue funds

Tohl special revenue funds

Capital pmjects funds

Less: Loan guarantee fund

Oher govemmental funds columns in the govemmental fund financial

statements

$ 130,670,845

2,444,287

2,671,243

135,786,375

$ 53,447,583

(545,611) 52,901,972

188,688,347

2. Catalog of Fedenl Domectic Assistance CCFDA') numbers arc presented br programs lor whbh such
numbers are available.

3. Reporting Entity-The Municipality, for purposes of he supplementary Schedule of Expenditure of Federal
Awads, includes all the furds of the primary govemment as defined by GASB Statement No. 14, The Financid
Repofting Ent'ty.

4. Clusters - The Schedule of Federal Assisbnce indenffied some progril.ns as clusters. A cluster of programs
means federal progftms wih difierent CFDA numbers hat arc closely related programs hat shale common
requiIemenb.
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MUNICIPALITY OF SAN JUAN, PUERTO RICO

SUMMARY SCHEDULE OF PRIOR YEAR AT]DIT NNDINGS

YEAR ENDED JI,'NE 30, 2OTO

&hrrnc€
ilumber Finding D€acripdon

Quc.tonsd
Cost8 ffiIs

Accdrntog and Flmncs thp.rh.ot

09-01 Deftn in fE Muniipalrt/s gen€ralfund at June 30, 2m! a

sftJ8mn s[[ FevaB. Heterb Flmng l(H.I aM
elabd Coflective Adim Plen.

0942
Th€ Munidpality is not carcding outsbnding dEcks,

rt 0h h8'/e be€n oiJbhndirE fo( a p€riod in ucs d
Situatim still Fevrils. Refrr b Findir! 10{3 and

Elabd Corl€diw Ac{bn Plan.

09{3 lnadiE and unrEcesssry funds and accounb arc not do6€d.
con€clive Aclbn Plar implsmeflt€d wttr p06tve

Esulls.

09{4
lntemal coflfol mr prcperty manq€rn€[[ need b be

st€nohhned.

Sruamn $ prel,alE. netf t() hnollu ]tH,4 alo
rBiahd Coneclir€ Aclbn Plan.

09+s
Ttl€ Munidpality do€s not haye an €ftdiw qstern b
ensure the corn*tsn€ss and mrracy ol tle emdoyge Situaiion slill prevaib. Retu to FindirE 1006 and

rdsted Comdiv€ Action Phn.

All bder.l Flglrnl!

09s fhe muniipality does not pepae pedric oe ifcativE.
oofrEctr{e Acton Plff| mp€mmbd f,'nh pcrtrc
B6ults.

Housing Ogportunltie. br Penons wlli Allls

09{7
Ihe Munidpality must impDw its inbmal cond o/er
romdiance wih subrEcifient monitodng

Soreclive Aciion Plan implern€nted uih pciliw
rBsults.

09{8 Ihe Municipdity do€6 noi ha\,€ ad€quate inbmal

rontob o\cr the v8luatim d subgrafltoe paoposab and
lIrlnitdrim $rh,!.i.&nh z.Jivitic.

ConEli'/e Actbn Plar impleme ed wih pciti\€
€sulls.

09{9
Contoh ov€r financial infurmatbn indud€d in rBpolt

submited io HUD n€ed h be sterEhtened.
Cofieclive Adioo Plar implment€d wih positive

I€sulb.

HM Em.EEocy Rslbf ProFct Gnnts

0s10 fhe irunicipdity must imEu/e its subrecidert

monitorim flDcedurEs

co'IEdive Adhn Plan impl$nented witt pclritive

I€sulls.

fllA
0$11 Financid rcpod submited to PRHRODC did not 4re

rih tE muntirE rocolth.

Situath sti[ gelftib. R€hr to Finding 1G07 d
rBlai€d Cooective Actbn Plan.
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